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EXCLUSIVE DEALING AND PUBLIC POLICY 


K. J. CURRAN 
Colorado College 


N JUNE 13, 1949, the Supreme Court 

of the United States in a five to 

four decision found illegal the exclusive 
dealing arrangements negotiated by the 
Standard Oil Company of California 
with its family of independent filling 
stations operating in the Far West.’ 
This decision is among the more impor- 
tant antitrust pronouncements of recent 
years for it jeopardizes a business prac- 
tice widely employed in American com- 
merce and may, if the courts follow the 
direction in which it points, result in 
far-reaching economic changes. It has 
centered interest-on exclusive dealing 
arrangements, and the purpose of this 
193 L. Ed. (Adv. Opinions) 1089. The following 
Justices dissented: Vinson, Jackson, Burton, and 
Douglas. The particular arrangement employed by the 
Standard Oil Company is known as a “term require- 
ments contract.”” Such contracts are merely a form of 
exclusive trading or exclusive dealing under which the 
buyer agrees to buy all of his requirements of specified 


products during a certain period of time from the seller 
as long as the latter can supply him. 


paper is to examine the economic nature 
and results of this business practice and 
the change in its legal status wrought by 
the Supreme Court. 

The term exclusive dealing is used 
here to refer to an arrangement whereby 
a manufacturer or a distributor secures 
the agreement of a wholesaler, jobber, 
or retailer to distribute his products to 
the exclusion of those manufactured or 
sold by his competitors. Such distribu- 
tors become his exclusive dealers or 
trade outlets, if not for all of his products 
at least for some of them. This type of 
arrangement is, however, only one of a 
genus of exclusive relations that may be 
created in the business world and which, 
to avoid confusion, will all be referred 
to here as exclusive ¢rading. Exclusive 
trading may take the form of an arrange- 
ment whereby a consumer, either final 
or industrial but more likely the latter, 
agrees to buy his entire supply of a 
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commodity from ome manufacturer or 
distributor.? It may bind the seller to 
the buyer rather than the reverse, a 
manufacturer, for example, agreeing to 
dispose of his entire output to one cus- 
tomer.® Or, as in the case of what is 
usually called exclusive agency, the man- 
ufacturer may agree to sell to only one 
dealer in a given territory; the dealer 
may or may not agree to handle no com- 
peting brands. It may appear as a tying 
arrangement under which the sale of one 
commodity or machine is conditioned 
by the requirement that the buyer pur- 
chase from the seller other things bearing 
some technical relation to the former.‘ 
Or, it may take the form of a group 
arrangement, an association of business 
firms attempting to induce buyers or 
sellers to deal solely with members of the 
association® or insisting that they deal 
only with members and imposing their 
will by threat of boycott or refusal to 


2? Examples of important companies which have 
made such arrangements with buyers making pur- 
chases to be consumed in further production (as con- 
trasted to purchases for resale) are Corn Products 
Company and American Can Company. 

3 See, for example, In Re. Darling & Company, 30 
F.T.C. 739 (1940). 

* Probably the commonest form this practice takes is 
the sale or lease of a patented machine with a stipula- 
tion that one or more of the materials used in conjunc- 
tion with the machine (for example, salt in conjunction 
with a machine injecting it into a product during 
canning—see International Salt Company v. United 
States, 332 U.S. 392 [1949]) be purchased exclusively 
from the seller or lessor. Exclusive dealing may some- 
times be achieved by the tying device, as, for example, 
by the former practice of the oil refiners of leasing gaso- 
line pumps at nominal rentals on condition that only 
their gasoline be dispensed through them. This practice 
made one-pump stations into exclusive dealers. See 
FTC v. Sinclair Refining Company, 261 U.S. 463 
(1923). 

5 Inducements with such objectives are commonly 
employed by the shipping conferences with respect to 
their freight customers and are at present an issue in an 
antitrust suit against the Far East Conference. For an 
example of collective exclusive trading with sellers see 
Federal Trade Commission v. Cigar Manufacturers As- 
sociation of Tampa, Florida, 5 F.T.C. 1 (1922). 

* For examples see United States v. Associated Bill 
Posters and Distributors of United States and Canada, 


deal with offenders.6 Although all of 
these arrangements have much in com- 
mon there are differences between them, 
both economic and legal. For the sake 
of simplicity, therefore, this article will 
be confined to exclusive dealing—that is, 
to exclusive trading established volun- 
tarily between a producer and his dis- 
tributors or between one distributor and 
others further along in the channels of 
trade, and binding the buyer to purchase 
certain items solely from one seller. 

Exclusive dealing is essentially a 
form of forward integration. Through 
it, a manufacturer extends his ccatrol 
forward and into the wholesale or retail 
stage of the productive process. Under 
exclusive dealing the control the manu- 
facturer exercises over the distribution 
of his product is usually, of course, far 
less than it would be had he acquired 
actual ownership of his outlets. His con- 
trol may, in fact, amount to none at all 
beyond the limitation placed upon the 
freedom of the distributor to buy where 
he pleases. On the other hand, the in- 
fluence that the manufacturer exercises 
may be considerable, and the distribut- 
ing establishments may bear the mark 
of the manufacturer in many ways. The 
automobile manufacturers, for example, 
have controlled the inventories, ser- 
vicing methods, accounting procedures, 
advertising, and the appearance of the 
premises of their dealers,’ and the gaso- 
line refiners have exercised control over 
the appearance and functioning of the 
independently owned filling stations 
through which they sell. 


Morives ror Exc.usIvE DEALING 


Exclusive dealing arrangements be- 
tween manufacturers and distributors 


Antitrust Blue Book, Case No. 120 and United States v. 
Philadelphia Fobbing Confectioners’ Association, ibid., 
Case No. 124. 

1 Fortune, 1V (December, 1931), p. 41. 
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are normally developed as a result of 
the initiative of the former. The manu- 
facturer may for a variety of reasons 
choose the limited integration of the 
exclusive dealing contract in preference 
to the more complete integration 
achieved through actual ownership of 
sales outlets.* He may not have sufficient 
capital to acquire ownership; he may 
prefer the decentralized responsibility 
permitted by distribution through inde- 
pendent businessmen; or he may be 
motivated by other considerations, such 
as the desire to avoid social security 
contributions for retail employees or the 
penalty taxes of anti-chain store legis- 
lation to which ownership might make 
him liable.® 

The advantages to the manufacturer 
of selling through exclusive dealers 
rather than through distributors who 
assume no particular responsibility to- 
ward him are many." By so doing he may 
establish a more certain and reliable con- 
tact with the consumer and his market 
may become more predictable, both as 
to price and the volume of sales. His 
selling expenses may be reduced by 
making less frequent the necessary sales 
contacts with distributors. His property 
interest in the good-will developed 


8 For example, the agricultural implement manu- 
facturers prefer exclusive dealers to company-owned 
stores and usually have acquired ownership of retail 
outlets only when satisfactory arrangements could not be 
made with independents. See Federal Trade Commis- 
sion, Report on Distribution Methods and Costs, Part IV 
(Washington: Government Printing Office, 1944), p. 19. 
The International Harvester Company, J. I. Case Com- 
pany, and Deere and Company are at present involved 
in antitrust suits brought by the Department of Justice 
because of their exclusive dealing policies. 

® Tax considerations are a major explanation of the 
shift away from direct retailing to distribution through 
independent but exclusive dealers which occurred in the 
gasoline products industry after 1933. See idid., pp. 5-6. 

10 For a valuable discussion of this matter see William 
E. Stockhausen, “The Commercial and Antitrust As- 
pects of Term Requirements Contracts,” New York 
University Law Quarterly Review, XXIII (July, 1948), 
412-435. 


through his advertising may be protected 
by giving him a greater control over 
the distribution of his product. Finally, 
control over distribution may furnish 
the manufacturer a weapon he may 
employ defensively to protect himself 
from being cut off from his market by 
his competitors or offensively to exclude 
his rivals from access to the consumer.” 

Exclusive dealing may offer advan- 
tages not only to the manufacturer but to 
the distributor as well. In the same way 
that it may make a manufacturer’s 
market more predictable, it may make 
a distributor’s source of supply more 
certain, thereby enabling him to operate 
on a smaller inventory and reducing his 
investment and storage costs. Likewise, 
if the product concerned is an expensive 
mechanical device it may be a necessity 
to the distributor to concentrate upon a 
single manufacturer’s product to reduce 
the expense that would be incurred from 
holding duplicating stocks of rival ma- 
chines and their repair parts and to sim- 
plify servicing and maintenance in other 
respects. Like the manufacturer, the 
distributor, too, has an interest in 
preserving and increasing consumers’ 
good-will toward the product he handles, 
and if the exclusive arrangement is 
eciprocal in the sense that the distrib- 
utor possesses sole sales rights for an 
area, he is more certain to reap the re- 
ward of his promotional efforts and not 
to see them accrue to the benefit of com- 
petitors. 

Although exclusive dealing may some- 
times offer advantages to the distrib- 
utor, it seems probable that as a gen- 
eral rule it is more attractive to the 
manufacturer. The weakened economic 


1 See Fred I. Raymond, The Limitist (New York: 
W. W. Norton & Company, Inc., 1947), for a discussion 
of the extent to which such considerations have pro- 
moted vertical integration through actual ownership. 
The same end may, of course, be achieved by exclusive 
dealing. 
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position of the small, independent dis- 


negotiates an exclusive dealing arrange- 


tributor and the growing strength of ment. 


the manufacturer which have resulted 
from the transfer during the last cen- 
tury of the seat of good-will from the 
former to the latter have placed some 
manufacturers in a position where they 
can force exclusive dealing arrangements 
upon reluctant merchants.” If a manu- 
facturer’s economic power alone is not 
sufficient, distributors may be induced 
to accept contracts by preferential dis- 
counts," loans, gifts of money and equip- 
and other inducements" which 
may indicate the absence of other ad- 
vantages to distributors, although some- 
times instead they may be evidence of 
the competitive struggle among manu- 
facturers for outlets. Some of the in- 
ducements, such as loans for special 
purposes, gifts of equipment, and free 
technical advice and assistance may also 
represent the exercise of the control over 
distribution which it is the manufac- 
turer’s objective to achieve when he 


12 The rapid development during the past thirty or 
forty years of mass distributors—the chains, mail order 
houses, and large department stores—has set in motion 
opposite forces, and manufacturers increasingly find 
their trade marks, as a guarantee of quality, replaced 
in the minds of the consumer by the reputation of the 
mass distributor. This development has evidenced itself 
in the weakened bargaining position of the manu- 
facturer, discriminatory pricing in favor of the mass 
distributor, and in the spread of distributors’ private 
brands. 

13 Preferential discounts are a very common device 
used to induce acceptance of exclusive dealing arrange- 
ments. For example, they have been used for this pur- 
pose by the National Biscuit Company, 28 FTC 99 
(1939), Carter Carburetor Company, 28 FTC 116 
(1939), and by the gasoline refiners. 

14 The Standard Oil Company of California persuaded 
dealers to accept exclusive arrangements through loans, 
and gifts of money and equipment. See United States v. 
Standard Oil Company of California, 78 F. Supp. 850, 
886. 

5 For example, the FTC charges that the National 
Pressure Cooker Company induced acceptance of ex- 
clusive dealing arrangements by promising dealers 
favorable allocations of National Pressure’s products 
during the years of shortage that followed immediately 
after World War II. (FTC Docket 5531.) 


Economic EFFEcTs OF 
Exc.usiveE DEALING 
_ Although many speculations may be 
made concerning the economic effects 
of exclusive dealing, there are few gen- 
eralizations that may be reached, for 
the economic results of this business 
practice will vary with the nature of the 
product, the economic setting in which 
the arrangement operates, and the ob- 
, jectives of the parties to it. 

The effects that exclusive dealing may 
have upon distribution costs are varied. 
It may sometimes reduce them, for as 
has already been pointed out, among 
the attractions of the arrangement to 
both the manufacturer and the distrib- 
utor may be the economies it makes 
accessible to them. It may permit the 
manufacturer to reduce his sales force, 
and by establishing between the manu- 
facturer and the distributor a contrac- 
tual relationship with explicit responsi- 
bilities and rights it may enable them 
both to better plan their operations and 
so reduce their inventories. At other 
times it may exercise a tendency to 
increase distribution costs. Manufactur- 
ers who find themselves foreclosed from 
a market by the exclusive dealing ar- 
rangements negotiated by their com- 
petitors may secure access to it by 
encouraging the entry of new distrib- 
utors, thus developing surplus capacity 
in distributing facilities.” Exclusive deal- 
ing may also increase distribution costs 
by shifting emphasis from price to non- 


16 Exclusive dealing has certainly contributed to the 
development of surplus capacity in the retail distribu- 
tion of gasoline, although the small capital required to 
enter this business, the keen desire felt by so many to 
be their own bosses, and the refiners’ control over resale 
prices, and hence over the distributors’ mark-up, have 
undoubtedly been the major explanations of this de- 
velopment. 
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price competition, a matter that will be 
discussed a little later. 

The most controversial aspect of the 
impact of exclusive dealing on our econ- 
omy concerns its effect on competition 
at both the manufacturing and distri- 
bution stages of the productive process. 
It may exercise its influence through its 
effect on the number of competitors and 
their access to the market or on the form 
that economic rivalry takes (price or 
non-price competition), although more 
attention is generally paid to the former. 

Referring to the productive process 
in general and to no particular stage of 
it, Mr. Justice Jackson in his dissent to 
the majority decision of the Supreme 
Court in the Standard Oil Company of 
California case rejected any dogmatic 
generalization concerning the effect of 
exclusive dealing on competition and 
implied that the practice in the oil in- 
dustry might, were all the facts known, 
be found not to have suppressed com- 
petition but, on the contrary, to have 
been essential to it. Deploring the failure 
of the Supreme Court to order the trial 
court to secure evidence on the effect 
on competition of the exclusive dealing 
practiced by Standard Oil, he said: 


I am not convinced that the requirements 
contract [an exclusive dealing arrangement] 
as here used is a device for suppressing com- 
petition instead of a device for waging com- 
petition. If we look only at its effect in rela- 
tion to particular retailers who become par- 
ties to it, it does restrain their freedom to 
purchase their requirements elsewhere and 
prevents other companies from selling to 
them. Many contracts have the effect of 
taking a purchaser out of the market for 
goods he already has bought or contracted 
to take. But the retailer in this industry is 
only a conduit from the oil fields to the 
driver’s tank, a means by which the oil com- 
panies compete to get the business of the 
ultimate consumer—the man in whose auto- 
mobile the gas is used. It means to me, if 


I must decide without evidence, that these 
contracts are an almost necessary means to 
maintain this all-important competition for 
consumer business, in which it is admitted 
competition is keen.!? The retail stations, 
whether independent or company-owned, 
are the instrumentalities through which com- 
petition for this ultimate market is waged.'* 


Mr. Justice Jackson did not, of course, 
employ the term “competition” in any 
precise, technical sense. Assuming that 
he had in mind something similar to 
what economists would describe as 
“workable competition,”!® he undoubt- 
edly was correct in refusing to accept as 
the ultimate effects of exclusive dealing 
its immediate result in monopolizing 
certain sales outlets for certain manu- 
facturers. The final effects of exclusive 
dealing will depend upon many circum- 
stances among which may be numbered 
the following: (1) the size of the manu- 
facturer employing it; (2) the nature of 
the product; and (3) the channels of 
distribution employed in the industry. 

The immediate effect of exclusive 
dealing in lessening competition among 
manufacturers by foreclosing to compet- 
itors certain sales outlets is very apt to 
be the ultimate effect when it is practiced 
by a manufacturer large in comparison 
to his rivals. Competitors may, under 
such circumstances, find it difficult to 
secure effective access to the market 
because of the advantages the dominant 
firm may have in negotiating with the 

17 In the subsequent paragraph he expanded on the 
advantages of these exclusive dealing contracts in the 
oil industry to refiners, wholesalers, retailers, and the 
public, thereby making it clear why he thought they 
were necessary to maintain keen competition. 

18 93 L. Ed. (Adv. Op.), 1089, 1102. 

19 Workable competition, a term popularized by J. M. 
Clark, refers to a situation where buyers acting in- 
dependently of one another have access to an ade- 
quate number of independent suppliers who are striving 
to maximize their profits without collusion with each 
other. The term was born to express an economic goal 


for public policy more practical than the more precisely 
definable situation known as “pure competition.” 
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most efficient distributors. The greater 
resources of the dominant firm may en- 
able it to wage a more effective adver- 
tising campaign than its competitors 
and the insistent demand of consumers 
so created may compel distributors to 
handle its products on an exclusive basis 
if they cannot be obtained otherwise. 
Moreover, a dominant firm may employ 
its greater financial strength to defeat 
competitors in the rivalry for exclusive 
outlets by offering greater inducements 
to distributors who will conclude exclu- 
sive dealing contracts with it.”° Although 
advantages in negotiating with dealers 
may not always be enjoyed by the domi- 
nant firm, their existence is sufficiently 
probable to justify suspicion of the mo- 
tives for employing exclusive dealing and 
concern for the final outcome of the prac- 
tice when it is utilized by a firm much 
larger than its competitors.”! 

The nature of the product distributed 
under exclusive dealing arrangements 
may throw light on the intentions of 
those employing these arrangements. 
There are, for example, many reasons 
good from the public’s point of view 
why automobile manufacturers wish to 
distribute their cars through exclusive 
agents or dealers.” It is somewhat more 
difficult, on the other hand, to think of 


20 The cost of such inducements may be looked upon 
by the firm making them as a capital investment re- 
quired for the development of an efficient distribution 
system. The larger firms may be able to make such an 
investment whereas the smaller firms may not because 
the former can usually raise capital more easily and at 
a lower cost. 

% The courts have recognized the dangers arising 
from exclusive dealing by dominant firms, for prior to 
the Standard Oil of California decision, the size of the 
firm negotiating exclusive dealing contracts appears to 
have been the most important issue in deciding the 
legality of the practice under both the Sherman Act 
and the Clayton Act. In most of the instances where 
the practice was condemned, it was employed by a firm 
enjoying a commanding position. 

* For example, a good distributor must have an 
expert knowledge of the mechanism of the car he handles 
and must stock parts and service it. 


innocent reasons why the manufacturers 
of automobile accessories, such as bat- 
teries, tires, and tubes, might wish to 
do likewise with their relatively cheap 
and simple products,* and exclusive 
dealing in distributing the latter would 
seem to create more suspicion that an 
important objective was the exclusion of 
competitors from the market. 

The nature of the product may not 
only assist in appraising a manufacturer’s 
motives in negotiating exclusive dealing 
arrangements but it may determine the 
ultimate effect of this practice on com- 
petition. Exclusive dealing is nowhere 
more dangerous than when employed 
by a manufacturer in reference to a 
related line of products, such as agricul- 
tural implements, which are customarily 
distributed together through the same 
outlets. The necessity for distributors 
to be able to offer their customers a 
complete line of products may make 
them dependent upon satisfactory con- 
nections with manufacturers producing 
full lines and unable to resist the pres- 
sure of such manufacturers insisting on 
exclusive dealing contracts. Manufac- 
turers of incomplete lines may find them- 
selves excluded from sales outlets™ and 
new enterprisers may discover that it is 
almost impossible to secure a start in 

% This is not to say that legitimate reasons for dis- 
tributing accessories through exclusive dealers do not 
exist, but merely that they are less obvious than in the 
case of automobiles. Exclusive dealers of batteries, 
tires, and tubes might, for example, enjoy a higher rate 
of capital turnover than they would if they stocked and 
sold several competing brands which would necessitate 
duplication in the inventory. 

* To give another example, the spread of exclusive 
dealing in the distribution of filling station products 
has made it difficult for the refiners of the independent 
brands of Pennsylvania lubricating oil to gain access 
to some markets. Although the brand names of some 
of these refiners—such as Quaker State—are held in 
high regard, the fact that they cannot offer a full line 
of filling station products places them at a serious 
disadvantage in competing for outlets with the major 


oil companies which distribute their complete line of 
products on an exclusive basis. 
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the industry. Even if some economic 
justifications exist for the distribution 
of such a line of products through ex- 
clusive outlets, as no doubt is the case in 
agricultural implements, the effect upon 
competition in an industry including 
both full-line and incomplete-line man- 
ufacturers is so apt to be undesirable 
that the public’s interest will best be 
served by sacrificing the advantages 
that exclusive dealing may offer. 

Carrying somewhat further the anal- 
ysis of the effects of exclusive dealing in 
industries with both full-line and incom- 
plete-line manufacturers, it is apparent 
that this practice becomes increasingly 
dangerous as the number of products 
embraced in an exclusive dealing con- 
tract increases even though the number 
falls far short of a complete line. Exclu- 
sive dealing may, like the related tying 
contract, become a device for extending 
a manufacturer’s strong competitive 
position in the sale of one product to 
other products in which he would other- 
wise possess no advantage over com- 
petitors in negotiating with distrib- 
utors.” 

In appraising the probable results of 
exclusive dealing, attention may profit- 
ably be paid to another aspect of the 
product concerned. Exclusive dealing is 
not likely to affect competition seriously 
if the product is of such a nature that 
it may be manufactured efficiently only 
by firms of considerable size. Under such 
circumstances, a firm sufficiently large 
to survive competition at all will prob- 

% For example, Eastman Kodak Company achieved 
a dominant position in the sale of sensitized photo- 
graphic papers by securing in 1898 control over the dis- 
tribution in the United States of the paper stock of the 
General Paper Company of Brussels, then the world’s 
major source of supply. According to the District Court 
(N.Y., W.D.), the customers cf Eastman’s competitors 
were not only forced to buy sensitized paper from 
Eastman but to handle exclusively Eastman’s other 


photographic supplies as well. See United States v. East- 
man Kodak Company, 226 Fed. 62, 71-74 (1915). 


ably be strong enough to secure its share 
of exclusive outlets. Exclusive dealing is 
more apt to exercise adverse effects upon 
competition in industries where the most 
economical scale of operation does not 
preclude the successful entry of small or 
medium-sized firms, for in such indus- 
tries the control of existing distributive 
outlets by established firms may con- 
stitute an insuperable barrier to the new- 
comers.” 

The channels and systems of distri- 
bution employed in an industry may have 
some bearing on the ultimate impact of 
exclusive dealing upon competition at 
the manufacturers’ level. If the product 
concerned is of such a nature that it 
must ordinarily be distributed through 
wholesale channels and most manufac- 
turers cannot satisfactorily sell directly 
to retailers, exclusive dealing contracts 
negotiated with wholesalers may, be- 
cause of their small number relative to 
retailers, present a serious threat to the 
survival of the weaker competitors in 
the industry.2”7 The character of the 
retail stores through which distribution 
occurs may likewise make a difference 


* Stockhausen states that exclusive dealing may 
sometimes assist a newcomer in an industry to become 
established and lists certain cases in which the courts 
have recognized this fact (see op. cit., pp. 425-428). It 
would seem to the author that this might be the case if 
the larger firms in the industry refrained from employ- 
ing the practice themselves because of fear of public 
prosecution, 

27 Exclusive dealing contracts with jobbers and whole- 
salers was one of the favorite methods of the Continental 
Tobacco Company, which later became a part of the 
old American Tobacco Trust, to exclude competitors 
from the market. See Whitwell v. Continental Tobacco 
Company, 125 Fed. 454 [1903]. The National Biscuit 
Company granted so-called “headquarters discounts” 
to wholesalers and jobbers who agreed not to handle 
products of competitors, although the Company itself 
made almost no use of the services of these middlemen. 
The Federal Trade Commission ordered this practice 
abandoned, for its effect was clearly to handicap com. 
petitors who, unlike National Biscuit, could not dis- 
tribute their products directly to retailers. See Jn Re 
National Biscuit Company, 28 FTC 99 (1939). 
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in the results of exclusive dealing.”® 
For example, whereas a newspaper pub- 
lisher might set up a chain of news- 
stands to handle his papers if existing 
newsstands refused to handle them, a 
thread manufacturer could hardly open 
up a department store to gain access to 
a certain market. The number and 
variety of retail outlets, too, may have 
a bearing on the outcome of exclusive 
dealing; it would be difficult, for exam- 
ple, for a cigarette manufacturer to fore- 
close his competitors from a market by 
exclusive dealing arrangements with 
retailers (although he might injure small 
competitors by such contracts with 
middlemen) because of the vast number 
of outlets with which he would have 
to negotiate and the ease with which 
other retail establishments might be 
induced to handle cigarettes as a by-line. 


Effect on Dealer 


We have so far been concerned with 
the effect of exclusive dealing on com- 
petition at the manufacturers’ level 
through its proclivity under some cir- 
cumstances to raise barriers to access 
to the consumer market. On turning to 
the effect of the practice on competition 
among distributors it becomes even more 
dificult to generalize. The National 
Industrial Conference Board has stated 
that in so far as exclusive dealing af- 
fects the competitive process “it does 
so by its influence upon the range of 
market opportunity of competing manu- 
facturers. It erects no bars among mer- 
chants.’*® Although the statement is 
correct that exclusive dealing does not 
directly erect bars among merchants, 


28 George E. Hale, “Control Over Distribution: 
Monopoly Aspects of Restraints upon Distributors and 
Producers,” Mississippi Law Fournal, XIV (January, 
1942), Pp. 177. 

29 Public Regulation of Competitive Practices (New 
York: National Industrial Conference Board, Inc., 
1925), p. 178. 


this practice may do so indirectly, for 
as the Board itself recognized, exclusive 
dealing often imposes reciprocal obliga- 
tions, the manufacturer granting the 
dealer sole distribution rights within 
a specified area.*° Where that is done 
bars are erected among merchants, and 
competition among retailers is reduced 
to inter-brand competition, no two re- 
tailers offering the identical product 
within the same market. Moreover, even 
though sole selling rights are not granted, 
bars may be erected among merchants 
because manufacturers may feel impelled 
to protect their exclusive dealers by 
carefully restricting their numbers.*! 
Contrary to the implications of the 
National Industrial Conference Board’s 
statement, exclusive dealing may affect 
the competitive process at the retail 
level even though it does not erect bars 
among merchants. As has already been 
seen, exclusive dealing may sometimes 
result in the unnecessary multiplication 
of retail outlets, thus tending to inten- 
sify rather than diminish competition 
among distributors. Retail competition 
may be lessened, on the other hand, if 
exclusive dealing results in the assump- 
tion of control by the manufacturer over 
his distributors, which may be his ob- 
jective in arranging exclusive dealerships 
and accompanying them with financial 
and other aids. His influence and control 
may be directed toward standardizing 
retail sales policies among merchants. 
Exclusive dealing may alter the com- 
petitive process by causing a shift in 
emphasis from price to non-price factors 


30 Tbid., pp. 177-178. 

31 The Eastman Kodak Company at the turn of the 
century controlled the number of dealers in such a way 
as to limit competition among them. This, according 
to the United States District Court (N.Y., W.D.) was 
one of the inducements causing dealers to acquiesce 
in the exclusive arrangements insisted upon by East- 
man. See United States v. Eastman Kodak Company, 
226 Fed. 62, 76-77 (1915). 
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in economic rivalry. Once a distributor 
is tied securely into a manufacturer’s 
organization by an exclusive dealing 
agreement, the latter need not meet all 
the minor price reductions of competi- 
tors and may well prefer to rely upon 
services rendered the retailer to hold 
his allegiance.*? Furthermore, with finan- 
cial support and other aids available 
from the manufacturer, the retailer may 
possess the resources and means neces- 
sary to engage more effectively in non- 
price competition and may choose it in 
preference to price competition for the 
same reasons that manufacturers of 
consumer goods have increasingly relied 
upon it during the last half-century. 


THe LEGAL STATUS OF 
ExcLusIvE DEALING 


Where the Federal Government feels 
that exclusive dealing is adversely af- 
fecting competition it may initiate an 
attack under any of three laws: namely, 
as an unreasonable restraint of trade 
or possibly as an attempt to monopolize, 
illegal under the Sherman Act; as an 
unfair method of competition illegal 
under section 5 of the Federal Trade 
Commission Act;* or, finally, under sec- 
tion 3 of the Clayton Act which specifi- 
cally prohibits the practice when its 
effect “may be to substantially lessen 
competition or tend to create a monop- 
oly in any line of commerce.”® It 
would be the Department of Justice 
which would act under the Sherman Act 
and the Federal Trade Commission 


% This statement refers particularly to price reduc- 
tions not sufficiently large to be reflected in retail prices 
but which go to swell the dealer’s mark-up. If the re- 
duction is reflected in retail prices, whether the manu- 
facturer in question can ignore it will depend more par- 
ticularly on the extent to which the manufacturer has 
won the preference of the buying public for his product. 

33 26 Stat. 209 (1890). 

4 38 Stat. 717 (1914). 

% 38 Stat. 730 (1914). 


which would proceed under the Federal 
Trade Commission Act, whereas either 
organization might attack the practice 
under section 3 of the Clayton Act. 

In passing the Clayton Act in 1914, 
Congress singled out for attention sev- 
eral specific practices, among which was 
exclusive dealing,®* because it believed 
they had been widely employed to 
throttle competition and to assist the 
growth of monopolies. At the same time 
it created the Federal Trade Commis- 
sion to which it assigned the primary 
responsibility for enforcing the Clayton 
Act, although supplementary enforce- 
ment power was given to the Department 
of Justice. It might be thought, there- 
fore, that the Commission would have 
proven the country’s most active agency 
in rooting out harmful exclusive dealing 
and that it would have been section 3 
of the Clayton Act which would have 
furnished the basis of most of such 
actions. Such has not, however, been the 
case. In the thirty-five years of its exist- 
ence, the Commission has prosecuted 
under section 3 of the Clayton Act 
about two dozen cases involving this 
practice.*7 It has issued in addition a 


% Section 3 is so worded as to reach exclusive trading 
in many of its forms. Eliminating the legal jargon, the 
law makes it illegal to lease or sell articles and com- 
modities with the understanding that the buyer will not 
use or deal in the products of competitors, providing 
that competition is lessened substantially by the prac- 
tice. Thus this section would apply to tying agreements 
and to exclusive trading with buyers who consume or 
resell the product. It would not apply to a contract 
where a seller agrees to sell only to a specific buyer, 
although such an arrangement under some circum- 
stances might be attacked with a chance of success 
under the Sherman Act or section 5 of the Federal 
Trade Commission Act. 

37 Some of the tying arrangements attacked by the 
Commission were tantamount to exclusive dealing. For 
example, in the middle 1920s some thirty-odd com- 
plaints were issued against the oil refiners for requiring 
that pumps leased by them to filling stations be used 
only to dispense gasoline supplied by them. This prac- 
tice is, perhaps, more precisely described as a tying ar- 
rangement and these cases are not included in the 
above figures. In the case of one-pump stations, how- 
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number of cease and desist orders against 
exclusive dealing, or closely related prac- 
tices, as unfair methods of competition, 
illegal under section 5 of the Federal 
Trade Commission Act,** this procedure 
being adopted presumably because the 
practice at issue did not meet all of the 
requirements of the Clayton Act. The 
Department of Justice has been at least 
as active in attacking exclusive dealing, 
sometimes proceeding under the Sher- 
man Act and the Clayton Act jointly 
and sometimes under the former alone. 
Although a compilation of all such ac- 
tions by the Department of Justice in 
the past thirty-five years has not been 
made by the author, it is instructive to 
note that in the single fiscal year July 
I, 1948, to June 30, 1949, the Depart- 
ment brought suit in seven cases in which 
exclusive dealing of one sort or another 
was the major practice complained of or 
one among those to which objection was 
made.*® Until the past few years, how- 
ever, it was usually true that firms pros- 
ecuted by the Department of Justice 
for exclusive dealing were employing 
the practice only as one part of a general 
pattern of behavior designed to suppress 
competition. 

Prior to the Standard Oil of Cali- 
fornia decision last year, it does not ap- 
pear that it made a great deal of dif- 
ference in the outcome of a court pro- 
ceeding against exclusive dealing wheth- 


ever, such tying arrangements resulted in exclusive 
dealerships. As a result, figures of this nature are neces- 
sarily rather arbitrary. 

38 See, for example, In Re Pacific Fruit and Produce 
Company, 34 FTC 734 (1942) and In Re Hastings 
Manufacturing Company, 39 FTC 498 (1944). 

39 United States v. F. I. Case Company, United States v. 
Deere and Company, United States v. International Har- 
vester Company, United States v. Railway Express 
Agency, United States v. Max Gerber, United States v. 
Kohler Company and United States v. Briggs Manufac- 
turing Company. The Department attacked in addition 
several other companies for entering exclusive arrange- 
ments of a related nature. 


er the attack was brought under the 
Sherman Act or under the Clayton Act.‘ 
If exclusive dealing is proceeded against 
as a restraint of trade illegal under sec- 
tion 1 of the Sherman Act, the court will 
weigh the practice in reference to its 
reasonableness under the circumstances, 
for it has long been held that, with a few 
exceptions, only unreasonable restraints 
are illegal.“' If the practice is attacked 
as illegal under section 3 of the Clayton 
Act its reasonableness does not, sup- 
posedly, enter the decision and the issue 
depends upon whether the court believes 
the practice may substantially lessen 
competition. However, these two tests— 
namely, reasonableness and effect on 
competition—seem in practice to have 
amounted to about the same thing and 
to have given the same results. The rea- 
sonableness of exclusive dealing in the 
light of the peculiarities of the product 
involved was sometimes considered by 
the courts in deciding whether competi- 
tion might be substantially lessened in 
violation of the Clayton Act, and the 
size of the firm employing the practice, 


40 This statement is probably correct in spite of the 
fact that the courts have frequently recognized that the 
Clayton Act was passed to strengthen the antitrust 
policy with respect to exclusive dealing among other 
practices. Recognition was given this fact in the first 
section 3 case to go before the Supreme Court— 
Standard Fashion Company v. Magrane-Houston Com- 
pany, 258 U.S. 346 (1922). 

41 Since the Supreme Court decisions in 1911 in the 
Standard Oil Company of New Jersey (221 U.S. 1) and 
American Tobacco Company (221 U.S. 106) cases. 

“ For example, the reasonableness of an exclusive 
arrangement was held to justify the practice in a private 
suit under the Clayton Act—namely, Pick Manufactur- 
ing Company v. General Motors Corporation. The latter 
had required its dealers to use only genuine General 
Motors parts in the repair of its cars. The court upheld 
the legality of the arrangement, pointing out that the 
cars in the minds of their owners are “identified and as- 
sociated with the manufacturer. If defective or in- 
efficient repairs or replacements should be made, and 
the cars, as a result, should operate unsatisfactorily, the 
owners’ recollections will naturally and inevitably 
revert to the specific name and manufacturer thereof.” 
80 Fed. (2’d) 641, 643 (1935). 
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which would have direct bearing on the 
tendency of the practice to suppress 
competition, was usually a major factor 
in the decisions delivered under the 
Sherman Act* as well as under the 
Clayton Act. Exclusive dealing was 
clearly not illegal per se regardless of the 
law under which action was brought, 
and public policy toward it was flexible, 
depending on the courts’ opinions of its 
reasonableness and of its probable ef- 
fects on competition. This flexibility is 
the significant feature of its legal status 
prior to 1949. 

The Standard Oil of California deci- 
sion has, apparently, altered the legal 
status of exclusive dealing under the 
Clayton Act, if not under the Sherman 
Act. This company, which in 1942 dis- 
tributed about one-quarter of the total 
gallonage in its market area, was sued 
on January 2, 1947, by the Department 
of Justice which charged the violation 
of both section 1 of the Sherman Act 
and section 3 of the Clayton Act. The 
basis of the complaint was the company’s 
practice of entering written and oral 
agreements with independently owned 
filling stations confining them to the sale 
of petroleum products and certain auto- 
mobile accessories purchased from Stan- 
dard Oil to the exclusion of competing 
brands.This practice which had been 
followed by Standard Oil since the 1930s 
was not peculiar to that company but 
was common in the industry. In June, 
1948, it was found by the District Court 
(Cal., S. D.) to violate both the Sherman 
Act and the Clayton Act“ and one year 
later the Supreme Court upheld the 


8 In 1915 the Supreme Court clearly ruled that ex- 
clusive dealing was not illegal per se under the Sherman 
Act (Wilder Manufacturing Company v. Corn Products 
Refining Company, 236 U.S. 165). This position was 
maintained in later years, and the practice was judged 
- in connection with the power and other practices em- 
ployed by the company. 

“78 F. Supp. 850. 


lower court’s decision under the latter 
law but did not feel it necessary to de- 
termine the legality of the practice with 
reference to the Sherman Act since only 
injunctive relief was at issue.“ 

In many respects the most interesting 
part of the Supreme Court’s adjudication 
was Mr. Justice Douglas’s fiery dissent.” 
He attacked the record of the Supreme 
Court for its “big business philosophy” 
and its “‘niggardly interpretation” of the 
antitrust laws which permits monopolies 
to be built as long as they are built in 
“gentlemanly ways—by mergers, pur- 
chases of assets or control and the like.” 
Although he had no admiration for ex- 
clusive dealing, he opposed the Court’s 
majority because that business practice 
at least preserved a place for the small 
businessman. The abolition of exclusive 
dealing in the oil industry would, he 
believed, result in the conversion of these 
independent businessmen into agents of 
the refiners or refiner-owned stations 
and hence in the further growth of 
monopoly. Because of the Court’s refer- 
ence to these alternatives to exclusive 
dealing, he charged the majority with 
delivering an advisory opinion “stating 
to the oil companies how they can with 
impunity build their empires.” 

The significance of the Standard Oi! 
case does not, of course, lie in the flaming 
words of Mr. Justice Douglas but rather 
in the reasoning of the District Court 
and of the Supreme Court’s majority. 
The District Court was careful to point 
out that exclusive dealing was not illegal 
per se but the effect of its decision was to 
make the practice just that if it was 
employed by a company with respect to 
a considerable volume of trade.‘7 The 


4 L. Ed. (Adv. Op.), 1089. 

Tbid., pp. 1103-1106. 

47 Mr. Justice Jackson believes that the majority 
decision has in effect made exclusive dealing illegal per 
se. In his dissent he said: “ . . . I cannot agree that the 
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implications of the case are shown 
most effectively by the Supreme Court’s 
summary of the lower court’s reasoning 
which it approved at least as far as the 
Clayton Act was concerned. It said: 


The District Court held that the require- 
ment of showing an actual or potential less- 
ening of competition or a tendency to estab- 
lish monopoly was adequately met by proof 
that the contracts covered “a substantial 
number of outlets and a substantial amount 
of products, whether considered compara- 
tively or not.’’ Given such quantitative sub- 
stantiality, the substantial lessening of 
competition—so the court reasoned—is an 
automatic result, for the very existence of 
such contracts denies dealers opportunity 
to deal in the products of competing sup- 
pliers and excludes suppliers from access to 
the outlets controlled by those dealers. 
Having adopted this standard of proof, the 
court excluded as immaterial testimony 
bearing on “the commercial merits or de- 
merits of the present system as contrasted 
with a system which prevailed prior to its 
establishment and which would prevail if the 


court declared the present arrangement 
[invalid].‘* 


The apparent effect of the Standard 
Oil decision is to destroy the flexibility 
of public policy with respect to exclusive 
dealing—a business practice which has 
its economic virtues as well as its vices 
and which can only be appraised intel- 
ligently in the light of facts going far 
beyond the volume of trade involved. 
No longer, apparently, is the reasonable- 
ness of the arrangement or its probable 
and ultimate effects on competition rele- 
vant to the decision regarding its legal- 
ity. The only pertinent issue is whether 


requirements contract is per se an illegal one under the 

antitrust law, and that is the substance of what the 

Court seems to hold.” 93 L. Ed. (Adv. Op.), 1089, 1102. 
48 Tbid., p. 1092. 


a substantial amount of trade is involved, 
and if the amount is substantial ab- 
solutely, regardless of the size of the 
defendant relative to competitors, the 
immediate effect of exclusive dealing 
in denying competitors access to certain 
outlets is interpreted as denying them 
access to the market and so suppressing 
competition. This result is unfortunate 
not only because it may lead to the 
abandonment of the practice under cir- 
cumstances in which it benefits all those 
concerned but because it undermines 
the prestige of antitrust enforcement 
and strengthens the position of those 
who argue that the relatively vigorous 
antitrust enforcement of the past decade 
has been accompanied by short-sighted 
and ignorant meddling with the practices 
of business. This decision will most 
certainly strengthen the position of that 
large group which believes that the 
courts have played too large a part in 
antitrust enforcement‘? and that the 
interpretation of antitrust policies should 
be lodged in a commission with greater 
economic knowledge than can be found 
among judges. The courts have not in 
this case the excuse that too little assist- 
ance has been received from a Congress 
which insists on passing the most general 
antitrust laws, leaving their meaning to 
be discovered by the courts, for in writ- 
ing section 3 of the Clayton Act, Con- 
gress was explicit with regard to the 
practices it sought to reach, and clearly 
indicated an opinion that these practices 
were not evil in themselves but only 
when their effects ran contrary to the 
national goal of a competitive economy. 


49 Mr. Justice Jackson in his dissent to the Standard 
Oil decision expressed the opinion that it was un- 
fortunate that the courts had to determine economic 
issues such as the competitive effects of exclusive deal- 
ing. Ibid., p. 1101. 
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THE RELATIONSHIPS BETWEEN PREFERENCE 
AND PURCHASE OF BRANDS 


SEYMOUR BANKS 
De Paul University 


PurPOSE AND GENERAL SUMMARY 


HE purpose of the research discussed 

below was the investigation of the 
relationships between preference and 
purchases by housewives of brands of 
seven classes of household products. 
Two bodies of data were collected and 
analyzed for correspondence: existing 
levels of preference for the brands of 
these products on the Chicago market, 
and purchases of these products by a 
panel of Chicago housewives during a 
three-week period. 

A brief summary of the results is as 
follows: 

(1) It was found that brand preference 
was almost identical with purchase in- 
tention; about 96 per cent of the panel 
included their most preferred brands in 
their purchase intentions. 

(2) Preference for brands was a good 
predictor of purchases; the average co- 
eficient of correlation between prefer- 
ence for a brand and the relative share of 
purchases obtained by that brand was 
.918 for the seven product classes. Last 
purchase made and statements of pur- 
chase intentions were even better pre- 
dictors of relative brand purchase by the 
panel. 

(3) Preference was a fairly good pre- 
dictor of purchase for the individual 
panel member as well as for the entire 
group. Only 15 per cent of the group 
who stated brand purchase intentions 
bought brands entirely different from 
those mentioned. However, another 15 
per cent performed only partially on 
their brand purchase intentions. There 
was much greater variance quantita- 


tively between predicted and actual pur- 
chases. 

(4) Preference ratings on product 
attributes of brands of scouring cleanser 
and coffee were related to brand pur- 
chase by means of linear discriminant 
functions. The most important attri- 
butes for scouring cleanser were found 
to be cleansing ability and knowledge of 
price; for coffee the most important 
attributes were flavor and knowledge of 
price. 


COLLECTION OF DaTA 


The basic data were collected from a 
panel of 465 housewives in the city of 
Chicago during April-June, 1948. Each 
respondent was interviewed twice, the 
second interview coming three weeks 
after the first. During this three-week 
period, respondents reported purchases 
weekly by mail. The first interview was 
used to obtain information upon brands 
on hand, preference statements for 
brands, and a statement of purchase in- 
tentions for seven classes of household 
products. The products used were scour- 
ing cleanser, coffee, ice cream, peanut 
butter, potato chips, mayonnaise and 
salad dressing, and catsup.! 

During the second interview, prefer- 
ence statements were collected again 
for brands of scouring cleanser and cof- 
fee. In addition, the respondents were 
asked to give preference scores on the 
product attributes of these brands. If 
comparison of mailed-in diaries and the 

1 The criteria used in selecting these products were: 
(a) wide use; (b) high rate of purchase; (c) equal 


availability to housewives; (d) absence of a brand com- 
pletely dominating the market. 
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original questionnaire showed that a 
housewife had failed to buy according 
to her stated intentions she was asked 
why. And if on the first interview the 
respondent had expressed an intention 
of purchasing a lower-rated brand, she 
was asked the reason during the second 
interview. 

A numerical rating scale for prefer- 
ences was developed for the research. 
It was thought that its use would avoid 
difficulties arising from differences of 
verbalization among respondents. It 
meant also that the respondent, not the 
interviewer, coded the respondent’s an- 
swer. The scale used was read vertically 
and was portrayed in the shape of a 
thermometer. Numerals (0-8) were 
placed on the left side of the tube and 
phrases descriptive of the even num- 
bered ratings were on the right. The 
highest rating was 8—very satisfactory; 
the lowest was o—very unsatisfactory. 
Satisfactory was used as the basic word 
in the descriptions because this word 
conveyed the desired meaning—the abil- 
ity of a product to produce utility for 
the housewife. The neutral point of the 
scale was placed at 2. The asymmetry 
was used because few pre-test respond- 
ents had unfavorable impressions of 
brands that had been on the market for 
some time. In the rating procedure, the 
respondent held the preference scale 
and gave the numerical rating that best 
matched her feeling about a brand when 
that brand name was read to her by the 
interviewer. The respondents rated only 
the brands they had used. 

The sample of housewives used in this 
study was drawn from the city of Chi- 
cago by an area sampling technique. 
Comparison of sample and population 
data showed the sample to be represen- 
tative as checked by the following statis- 
tics: number of dwellings per block; 


percentage Negro; age of housewife; 


and years of school completed by house- 
wife. It was recognized early in the plan- 
ning of this study that the procedure 
used to collect the data might seriously 
bias the results. The housewife who had 
bought something she had previously 
given a low rating might feel ashamed to 
admit it and so would report purchasing 
her most preferred brand to avoid “losing 
face.”” Doubt on this point could be re- 
duced substantially by obtaining objec- 
tive measures of brand purchase by 
pantry audits, collection of labels or 
packages, etc. However this would in- 
crease cost considerably and would do 
nothing to keep a resolute respondent 
from cheating—she could always hide 
the bargain brand. To cope with this 
very real problem of procedural bias, 
the following precautions were taken: 
preference and purchase data were ob- 
tained for many brands of seven different 
product classes; the interviewer was 
instructed to set a non-committal tone 
with the respondent, “Just write down 
what you buy; a report of no purchase is 
a good report if that’s what you did”; 
the diaries were to be mailed to the 
director of the study so the respondent 
would report her purchases to some one 
other than the person to whom she re- 
ported her preferences and purchase in- 
tentions; the diaries were mailed in 
weekly to reduce the amount of evidence 
available to the respondent to remind 
her of her statements or previous pur- 
chases. Still, the question of procedural 
bias is not completely settled; work re- 
mains to be done.? 


2 It is felt that the findings were not seriously affected 
by a procedural bias, if one remained. There was great 
variation in performance on purchase intentions by the 
respondents from product class to product class and by 
different individuals within the various product classes. 
Conversations with other researchers showed sub- 
stantial agreement of the purchase data with reported 
sales of the brands of coffee and ice cream in Chicago at 
the time of study. 
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DiscUSSION OF THE RELATIONS 
BETWEEN BRAND PREFERENCE 
AND PURCHASE 


The Lasic data which were analyzed 
to determine the relations between pref- 
erence and purchase were as follows, for 
each brand of each of the seven product 
classes: number of respondents who had 
used it and could remember it well 
enough to give it a preference rating, the 
number of those who had used it but 
could not remember much about it, and 
the number of those who had heard of 
the brand but had not used it—these 
numbers add up to yield the total knowl- 
edge level for the brand; the proportion 
of 8’s among raters; the brand’s share 
of the panel’s inventory of the corre- 
sponding product class at the first inter- 
view; the brand’s share of the panel’s 
purchase intentions for the product class; 
and the brand’s share of the actual pur- 
chases of the product class. The distribu- 
tion of actual purchases of brands by 
product classes was the datum plane for 
the analysis. All other data were com- 
pared in turn to the actual purchases to 
determine the degree of relationship 
between them. 

The major interest of the study was 
in establishing the value of brand prefer- 
ence as a predictor of purchase. The basic 
hypothesis was that preference would 
show itself to be a good predictor of 
purchase. If this were upheld the basic 
purpose of the work was accomplished. 
Two other possible predictors of pur- 
chase (past purchases as represented by 
brands on hand at the first interview, 
and future purchase intentions) were 
included in the data to serve as standards 
against which the predictive performance 
of preference might be compared. The 
information on the relative merits of 
these three as predictors of purchase was 
to be a byproduct, not a main finding of 
the study. 


The number of 8’s among raters was 
chosen as the measure of preference for 
brands. This was chosen over several 
other possible indications of preference, 
proportion of 8’s, a scale value, or an 
average rating. Almost all of the re- 
spondents intended buying only the 
brands rated 8. This meant lower ratings 
did not affect purchase decisions. Both 
scale values and average ratings include 
low ratings as well as high ratings. The 
proportion of 8’s among raters is a meas- 
ure of satisfaction with a brand; it 
could be used as a predictor of relative 
purchase of brands only when the num- 
bers of raters for all brands were equal. 
This was not the case within the data. 
Nor can it be the case in the usual situa- 
tion in which brands are on the market 
for varying amounts of time and with 
varying amounts of advertising and pro- 
motional effort.’ 


Table 1 summarizes the performance: 


of the various predictors of purchase 
tested. The simplest predictor, the num- 
ber of people rating each brand, was 
fairly good as a predictor of the relative 
purchase of brands. But the number of 
8’s per brand, which takes into considera- 
tion the distribution of preferences for 
each brand as well as the number rating 
the brands, was significantly better in 
predicting relative purchase than the 
simple number of raters per brand. The 
number of raters per brand could equal 
the predictive performance of the num- 
ber of 8’s per brand only if the distribu- 
tions of preference were the same for all 
brands. And the basic data showed this 
not to be the case; there was great varia- 
tion in the proportion of 8’s from brand 
to brand in each of the product classes. 

One might raise the question of the re- 


* Correlation of proportion of 8’s per brand with 
purchases gave a weighted mean coefficient of .434 for 
the seven classes. This is much lower than any entry in 
Table 1. 
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TaBLe 1. CorreLaATIon CoeEFFICIENTs OF Prepicrors OF RELATIVE 
PurcuasE OF Branps, BY Propuct Crass 


Predictors of Relative Purchase 
No. of No. of Brand’s Share | Brand’s Share 
Product Class Brands Raters per No. of 8's of Panel In- of Purchase 
Brand per Brand ventory, Ist Intentions 
Interview 
(7) (2) (3) (4) (5) (6) 
Scouring cleanser II -932 .985 -991 
Coffee 20 -644 .670 .985 . 898 
Ice cream 15 .628 -750 .869 .g12 
Peanut butter II -945 .985 -997 -995 
Potato chips 10 .962 .987 
Mayonnaise and salad dressing 16 .859 -954 -995 -991 
Catsup 13 .895 -974 -990 -992 
Weighted average 812 .918 .986 977 


lation between the number of raters of a 
brand and the proportion of 8’s given to 
that brand by its raters. Correlation of 
these two series gives a coefficient not 
significantly different from zero. There- 
fore, the better known brands were not 
more or less liked by their raters than the 
less well known brands. 

The weighted average of column 4 of 
Table 1 is .g18. This figure establishes 
the fact that there was a close relation- 
ship between preference (in terms of 
number of 8’s per brand) and relative 
purchase of brands—84 per cent of the 
variation in relative purchase of brands 
is concomitant with variations in prefer- 
ence for those brands. The fluctuation 
of product-class coefficients of correla- 
tion in column 4 of Table 1 about their 
weighted mean is greater than might 
be expected from sampling fluctuation 
alone. The low r’s are for coffee and ice 
cream. Those products are characterized 
by large numbers of brands on the mar- 
ket and great variation in knowledge and 
use of those brands by panel members. 
Two other items of data were tried as 
predictors of sales. These are last pur- 
chase made and future purchase inten- 
tions. Future purchase intentions were 


weighted by amount to be bought within 
the coming three weeks’ period. This was 
the only weighted predictor used. The 
difference between the weighted averages 
of columns 5 and 6 is not significant. 
These last predictors of purchase were 
better than was number of 8’s per 
brand. This is understandable. Prefer- 
ence measurements leave out important 
factors like price, accessibility of brands, 
etc., which affect purchase behavior. 
Last purchase made and future purchase 
intentions reflect the impact of these 
other market factors, as well as prefer- 
ence, upon the housewife’s actions.‘ 


4 The basic purchase data used in the research dis- 
cussed below were collected only for a three week period. 
An obvious question of the findings is: over how long a 
period will a single statement of preference serve as an 
adequate predictor of purchase? To attempt an answer 
to this, preference data were collected from the families 
of the writer’s market research classes for brands of 
scouring cleanser and coffee, and weekly reports of 
purchase were made for fifteen weeks afterwards, from 
October, 1949, to January, 1950. The correlation co- 
efficients of preference ratings in terms of number of 8’s 
with combined purchase date for the fifteen week period 
was .817 for the scouring cleanser and .841 for the coffee. 
These are at about the same levels as the early data 
which only covered three weeks. As in the earlier data, 
purchase intentions and past purchase data gave better 
predictive performances than number of 8’s. The levels 
of predictive performance for these predictors were 
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Individual Performances 


So far the discussion has been in terms 
of aggregates, and the question of how 
well the panel predicted the purchases 
of the entire group. The excellent per- 
formance obtained might have come 
about through every one doing exactly 
as forecast or by everyone doing the 
exact opposite, with the mistakes and 
errors offsetting one another. To investi- 
gate this, it was necessary to study indi- 
vidual performances, not group relation- 
ships. 

There are two steps between prefer- 
ence and purchase—from preference to 
intention to buy and from intention to 
actual purchase. When one tabulates the 
purchase intentions of the members of 
the panel, a very close relation appears 
between preference, as measured by the 
highest rating used, and intention to 
purchase. Over the seven product classes, 
96.4 per cent of the brands included in 
purchase intentions received a preference 
rating that was the highest or was tied 
with the highest the respondent used for 
that product class. The most common 
situation was for a housewife to give her 
highest preference rating to a single 
brand and name that brand in her pur- 
chase intentions; 65.8 per cent of the 
brands named in purchase situations 
were so rated. There was some variation 


about the same height for each of the five three-week 
periods for both products except for that of past pur- 
chase with coffee. The distribution of brands of coffee 
found on the panel’s shelves in October declined rather 
consistently in predictive ability throughout the study. 
It is not unexpected that in the fluctuating market 
that did obtain the distribution of brands on hand in 
October gave a poorer prediction of purchase in January 
than it did in November. The surprise is that the correla- 
tion was as good as it was: .79 in January compared to 
.96 in November. 

These findings have test-tube value only, because of 
the small size of the sample and its atypicalness. But 
the results do indicate the basic precedures described 
above may have ability to predict brand purchases over 
a much longer period of time than the three weeks of 
the major work discussed above. 


in this from product class to class, with 
potato chips having the highest number 
of unitary preference-choice situations 
and catsup the least. 


Relation of Purchase Intention to Actual 
Purchase 


If there is a very close relation between 
the individual housewife’s preference for 
brands and her purchase intentions, 
what is the relation between her pur- 
chase intentions and actual purchases? 
Considering all purchase intention state- 
ments, positive and negative, 52.4 per 
cent of the housewives’ purchase inten- 
tions were carried out exactly: if they 
named a specific brand, they bought it; 
if they were going to buy from a group 
of named brands, not specifying which 
one, they bought from that group; if 
they said they were not going to buy 
anything during the time of the study, 


they reported no purchase.’ Apparently 


the housewives who did not intend to 
buy anything during the three weeks of 
the study were better prophets of their 
behavior than those who stated inten- 
tions to buy, 72.4 per cent of the former 
and 47.7 per cent of the latter type of 
purchase intention being sustained ex- 
actly. However, the performance, brand- 
wise, on individual purchase intentions 
was really better than the last figure 
indicates, for there were many degrees 
of performance on brand purchase in- 
tentions (Table 2). Some of the house- 
wives carried out their purchase in- 
tentions partially either by buying only 
part of the brands mentioned or by 
buying their intended brands plus 
some others—14.9 per cent of those 
with brand purchase intentions fell 


5 The following is a breakdown of the types of pur- 
chase intention found in the data: named specific 
brand(s) 71.8 per cent; named group without further 
specification, 10.2 per cent; and intended to buy noth- 
ing, 19.0 per cent. 
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into this class. Those who failed com- 
pletely to fulfill their purchase intentions 
can be divided into two groups, those 
who failed to forecast correctly the time 
of purchase and those whose intentions 
and purchases do not agree at all, brand- 
wise. It is only this last subgroup that 
might be considered as being really in- 
different to brands or completely unable 


done by determining the preference rat- 
ings given to the brands actually pur. 
chased by the respondents. For the seven 
product classes over-all, the panel mem- 
bers bought four or five times as many 8- 
rated brands as they bought of lower- 
rated brands. Again ice cream showed up 
as a product in which there was less in- 
sistence upon preferred brands. This is 


TABLE 2, PERFORMANCE ON BRAND PurcuaseE INTENTIONS BY TYPE 
oF PurcHase INTENTION AND Propuct 


(Data in percentage of respondents) 


Type of Purchase Intention 
Intended to Buy Some Brand(s) Intended Not to Buy 
Product Class Degree of Performance Degree of Performance 
Number Number 
Switched | Bought 
Complete | Partial Comple tely Nothing Complete | Failure 

Scouring cleanser 452 56.7 14.8 11.7 16.8 5 20.0 80.0 
Coffee 442 60.2 22.9 11.5 5.4 18 55.6 44-4 
Ice cream 337 32.3 19.6 29.7 18.4 101 61.4 38.6 
Peanut butter 276 45.3 6.5 8.7 39-5 181 80.7 19.3 
Potato chips 272 47.0 10.7 9.6 32.7 182 73.2 26.8 
Mayonnaise and 

Salad dressing 409 43.0 16.1 16.7 24.2 53 68.0 32.0 
Catsup 399 43-5 9.8 18.9 27.8 62 71.0 29.0 
Weighted average 47-7 14.9 15.3 22.1 72.4 27.6 


to predict their purchases. These people 
represent 15.3 per cent of those who gave 
brand purchase intentions and 12.4 per 
cent of the entire panel. 

The impulsive nature of the purchase 
of ice cream is clearly illustrated; the 
smallest percentage of complete success 
on prediction of purchase and the highest 
amount of brand switching was reported 
for this product class. Coffee seems to be 
the product for which housewives did the 
best job of predicting brand purchases. 


Preference Ratings of Brands Purchased 


One can make a further study of the 
directness of the relationship between 
preference and purchase. This can be 


only by contrast with the other product 
classes, for even in respect to ice cream 
the ratio of 8-rated brands purchased to 
lower-rated brands was three to one. 
Purchases of previously non-rated 
brands bulked fairly high in the cases of 
ice cream and potato chips—the two 
chief examples of impulse goods in the 
study. It may be that the housewife was 
quite willing to buy unfamiliar brands 
of these products or that the interview- 
ing procedure failed to elicit the full 
knowledge of the respondents. This 
latter is quite possible for respondents 
were not asked to give preference ratings 
to brands they had never used. If in- 
formation on preferences of this group 
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were obtained by the method DuBois 
uses,® it is very likely that these figures 
of purchase of non-rated brands would 
be reduced. 

Another way of determining the effect 
of preference upon purchase is to in- 
quire into the motivation of those who 
intended purchases of less-preferred 
brands. This gives a look into those 
cases in which preference is not opera- 
tive. Some of the respondents had stated 
intentions of buying brands of scouring 
cleanser and coffee they had given low 
ratings during the first interview. On the 
second interview, three weeks later, they 
were asked the reason for this intention. 
The reason for the intention was asked 
after the purchases, and not before, to 
avoid self-conscious action on the part 
of respondents. 

Only a small number of housewives 
gave reasons for their previous intentions 
to buy lower rated brands of scouring 
cleanser and coffee. The predominant 
reason was lower price on the lower- 
rated brand for both products. Other 
reasons such as coupon offers, desire for 
change, and convenience got one or two 
mentions. The effect of price upon in- 
tention shows up quite strongly here. A 
question not answered by the pref- 
erence measurement technique used is, 
how important is price in determining 
preference? These data gave evidence 
that in some cases price and preference 
are independent. 


Failure to Make Intended Purchases 


Preference affects purchase only 
through its effect upon purchase in- 
tentions. Failures of housewives to carry 
out their purchase intentions distorts the 
relation between preference and pur- 
chase. The second interview was used to 


* Cornelius DuBois, The Mind is Bigger than the 
Pocketbook (New York: Cornelius DuBois and Co., 
1949), Pamphlet. 


ask those respondents whose mailed-in 
diaries showed failure to perform on 
their purchase intentions of brands of 
scouring cleanser and coffee why this had 
happened. 

Leaving out those who had failed to 
buy because they had overestimated 
their needs, three main reasons were 
given for failure to buy brands of scour- 
ing cleanser and coffee as intended. They 
are price reduction on other brands, de- 
sire for change, and out of stock. The 
order is reversed for the two products. 
Of the three main reasons, price re- 
ductions on other brands was the most 
important reason for not buying scouring 
cleanser as intended and least important 
for coffee. “Out of stock” is the most 
important reason for buying other 
brands of coffee, and least important for 
scouring cleanser. Apparently the dif- 
ference in housewives’ minds between 
brands of cleanser is so small that small 
price changes will cause them to switch 
from one brand to another. The differ- 
ence among coffees is greater; house- 
wives switch brands only when the de- 
sired one is not available. The preference 
for a specified brand is probably not 
great enough for them to go to another 
store if the desired brand is not on hand 
at the first store. Coffee is still a con- 
venience good. 

The presence of desire for change is 
a limitation upon direct extrapolation of 
preference to predicted purchase. Be- 
cause of its presence, the apparent and 
real choice situations of individuals are 
different. It is likely that satiation is a 
randomly occurring event and its effect 
will be cancelled out in a group purchase 
situation. 


Analysis of Quantities Bought 


As predictors of the number of units 
to be purchased, the panel fared poorly. 
Over-all, they bought 61.4 per cent more 
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units of the seven product classes than 
they expected. The biggest error was for 
ice cream; the panels’ members bought 
2.6 times the predicted amount; the best 
job of quantitative prediction was for 
peanut butter, in which they exceeded 
their predictions by only 12.4 per cent. 
The errors by the respondents were not 
uniform in either direction or amount; 
35.4 per cent of the predictions were cor- 
rect, 38.8 per cent of the purchases were 
underestimated, and 22.3 per cent over- 
estimated. The average error of under- 
estimation was larger than the average 
error of overestimation. 


Tue Errect or PREFERENCE 
FOR ATTRIBUTES OF BRANDS 


The preceding discussion has related 
brand preference to purchase as if 
brands were indivisible objects. How- 
ever, brands are made up of many 
product attributes, some of which affect 
overall preference and purchase strongly 
and others weakly or not at all. If a 
manufacturer wishes to increase sales by 
improving his product, he needs to know 
the most crucial attributes of his brand. 
The discussion which follows is based 
upon an exploratory effort to develop a 
technique for determining the relative 
importance of the various product at- 
tributes of a brand upon buyers’ pur- 
chase decisions. The basic technique was 
multiple regression analysis of data for 
brands of scouring cleanser and coffee. 
Two types of studies were made, one on 
the relation between product attribute 
preference scores of brands and the over- 
all brand preference scores, and the 
other on the relation between brand at- 
tribute preference scores and brand 
purchase by the respondents. The major 
portion of the following discussion will 
be devoted to the latter type of study. 
Some comment upon the regression 
analysis of brand attribute ratings upon 
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over-all brand preference scores can be 
found in an article by George H. Brown.’ 

In this discussion in the first of this 
paper, the relation between brand pref. 
erence scores and purchase was in- 
vestigated by means of simple correla- 
tion. The obvious parallel for the study 
of the relationship between brand attri- 
bute preference scores and brand pur- 
chase is multiple regression with quan- 
tity of purchase as the dependent vari- 
able and the attribute scores as the in- 
dependent variables. However, the 
quantity of a brand purchased by a 
housewife is affected by many things 
other than preference on product attri- 
butes—size of family, income, shopping 
habits, etc. for which no data were 
available. It was feared that omission of 
these variables would give regression 
functions that would do a poor job of 
fitting the data since most of the relevant 
variables were not included. To over- 
come this difficulty, it was decided to 
classify respondents into buyers and 
non-buyers of brands, and find out how 
important these product attributes 
were in this separation. A technique 
known as linear discriminant function 
analysis has been developed to sort ob- 
jects into two classes on the basis of 
their measurements: on several vari- 
ables.® 

The usual method of separating in- 
dividuals into two groups on the basis 
of quantitative variables is to use a 
measurement on one variable at a time. 
The variable which gives the widest dif- 
ference between means of the two groups 

7 George H. Brown, “Measuring Consumer Attitudes 
Toward Products,” JouRNAL OF MARKETING, Vol. XIV 
(April, 1950), pp. 691-698. 

® R. A. Fisher, “The Use of Multiple Measurements 


in Taxonomic Problems,” Annals of Eugenics, VIII 
(1938), pp. 179-188. 

avid Durand, Risk Elements in Consumer Install- 
ment Financing: Technical Edition (New York: National 
Bureau of Economic Research, 1941), Appendixes A 
and B. 
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is used for further work. This method is 
ineficient in that it cannot make use of 
several variables simultaneously. The 
linear discriminant function analysis al- 
lows the use of several variables at once 
to effect a separation into two classes 
and permits evaluation of each of the 
variables in this differentiation process. 

The principal difference between a 
linear discriminant function and a linear 
regression function lies in the nature of 
the dependent variable. A linear regres- 
sion function uses values of the depend- 
ent variable to determine a linear func- 
tion that will estimate the values of the 
dependent variable. The discriminant 
function uses a two-way classification of 
the data to determine the linear func- 
tion.” Thus the dependent variable for 
regression is quantitative, the dependent 
variable for the discriminant is quali- 
tative. The solution techniques of linear 
regression and linear discriminant func- 
tions are quite similar since they are both 
problems of variate analysis using linear 
functions. In both cases, equations are 
set up using variance and covariances of 
the independent variable scores and 
solved simultaneously. 

The linear discriminant function is 
used to create an index number that de- 
termines which of two classifications an 
individual is to receive. The index 
number for each individual is calculated 
by summing the products of the scores 
of that individual on each of the inde- 
pendent variables multiplied by the co- 
efficient determined for the strength of 
that variable in the function. The pro- 
cedure for discrimination consists of 
finding some critical score such that in- 
dex scores above this would result in the 
individual being classified with one 
group, and below this with the other. 


® Paul Hoel, Introduction to Mathematical Statistics 
(New York: John Wiley & Sons, Inc., 1947), pp. 121- 
126, 


The weight given to each variable is a 
measure of its importance in this process 
of separation. These weights are what 
we are interested in for this study. They 
give the relative importance of each 
product attribute in separating the 
members of the panel into potential 
buyers and non-buyers of brands of 
scouring cleanser and coffee. 


Collection of Data 


In the second interview, the respond- 
ent was asked to rate brands of scouring 
cleanser and coffee as she had done be- 
fore. Then, ratings on attributes were ob- 
tained. All rated brands were scored on 
one attribute before going on to the 
next. This procedure was used to avoid 
a halo effect which would have obtained 
if all attributes of a brand were rated 
before going on to the next brand.!° 


The product attributes used for scour- . 


ing cleanser and coffee were developed 
from free response questioning of a group 
of housewives. They were asked what 
interested them most when shopping for 
brands of scouring cleanser and coffee. 
The most frequently given responses 
were used as the product attributes of 
the study, as follows (these are not the 
order of frequency of mentions): Scour- 
ing cleanser, package appearance, cleans- 
ing ability, grittiness or scratchiness in 
use, harshness on hands, odor, and price; 
Coffee, package appearance, flavor, abil- 
ity to make many cups per pound, and 
price. 

In the regression analysis which fol- 
lows, price was coded as 3 if the house- 


10 Examination of the data leads one to the belief 
that a halo effect was avoided. The first order correla- 
tions within the scouring cleanser data between brand 
ratings and the product attribute ratings were tested 
for homogeneity. These coefficients are heterogeneous 
from product attribute to product attribute within 
brands and between brands. There is fairly high inter- 
correlation among the independent variables however. 
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wife knew the brand and oif she did not." 

The attributes listed above are not 
unidimensional, nor are they independ- 
ent. One house wife may give a brand of 
scouring cleanser 8 on grittiness because 
she likes the speedy way its coarse 
particles cut through dried food crusts. 
Another would give this brand o because 
she fears scratches on her porcelain sink 
from the coarse particles. The size of the 
partial regression coefficients were of 
more interest in this study than their 
sign. If flavor has a negative partial re- 
gression coefficient with brand _pref- 
erence or purchase for coffee, what 
should the manufacturer do, make the 
flavor stronger or weaker? The present 
data cannot tell. This work on frag- 
mentation of brand preference is frankly 
exploratory. If it establishes certain at- 
tributes as critical for preference and 
purchase, it will have accomplished its 
purpose. 

Before the preference data could be 
used for regression analysis, it had to be 
normalized. The original data were piled 
up around 8’s, 6’s and o’s. The data 
were coded by transforming the original 
values into values of 1,0, —1, —2, —3. 
The zero corresponds to the original 
value of 7. The coded data are grouped 
within three standard deviations of their 
mean whereas the raw data were very 
much skewed toward the low values. 


Discussion of Results 


Linear discriminant functions were 
computed, one relating the preference 
ratings on attributes of the major brands 
of scouring cleanser to purchase or lack 
of purchase of the eight leading brands 
of scouring cleanser, and the other doing 
the same with the eight major brands of 

1 Actually this procedure transforms a brand attri- 
bute into an attribute of the housewife. It was felt that 
she would be aware of the price if it was far out of line 


with other brands. The above process tests the ability 
of price to affect housewives’ memory. 


coffee. The coefficients of these func. 
tions were converted to units of the 
standard deviation of the corresponding 
variable—a process analogous to thecom- 
putation of beta partial coefficients in 
multiple regression. In this form, the re- 
lative sizes of the coefficients come clos- 
est to stating the relative importance of 
the various product attributes in the dis- 
crimination process. 

Only three of the six product attri- 
butes of scouring cleanser were found to 
have partial discriminant coefficients 
significantly greater than zero. In order 
of relative size (and importance), they 
are cleansing ability, knowledge of price, 
and harshness on hands. Apparently pref- 
erence scores on package appearance, 
grittiness in use, and odor had no effect 
upon housewives’ purchase of brands of 
scouring cleanser. The bottom row of 
Table 3 shows the relative importance of 
the six product attributes for brand pur- 
chase. The top row of Table 3 sum- 
marizes the results of the regression 
analysis of attribute preference scores of 
over-all brand preference ratings.” 
Cleansing ability is the most important 
product attribute for both purchase and 
over-all brand preference rating; how- 
ever its dominance is different in the two 
cases. For preference, knowledge of 
price is only one-tenth as important as 
cleansing ability, but for purchase de- 
cisions knowledge of price is forty per 
cent as important as cleansing ability. 

For coffee, only two of the four prod- 
uct attributes had partial discriminant 


12 See Palmer O. Johnson, Statistical Methods in Re- 
search, (New York: Prentice-Hall, Inc., 1949), pp. 347- 
53 for a discussion and demonstration of a solution pro- 
cedure. However he does not calculate the standard 
errors of the coefficients but this can be done by means 
of the Fisher multiplers—Johnson, pp. 330-338. 

18 Durand, op. cit., p. 129. 

4S, Banks, Some Application of Psychological Meas- 
urement and Attitude to Market Research, Unpublished 
Ph.D. Thesis, University of Chicago, p. 113 for the 
scouring cleanser and p. 115 for coffee data. 
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TaBLe 3. Revative Vatues or Beta Partiat Reoression Coerricients AND DiscrimInANT COEFFICIENTS 
or S1x Propuctr AtrriBuTEs ON PREFERENCE AND Purcuase or Branps oF Scourinc CLEANSER 


(Pooled Data on 8 Leading Brands) 


Riis Package Cleansing Grittiness Harshness Od Knowledge 
Appearance Ability in Use on Hands ail of Price 
Preference 1.00* 02 .10* 
Purchase -03 1.00* .41* 


* Original coefficients significantly different from o at the 1 per cent level of confidence. 
Note: Entries converted from original coefficients, largest in each series given the value of 1.0 and others in 


relative terms. 


coefficients significantly different from 
zero—flavor and knowledge of price. 
Table 4 summarizes for coffee the rela- 
tive sizes of the attribute coefficients for 
purchase and contrasts them with the 
relative sizes of the partial regression co- 
efficients for the attributes upon brand 
preference. As with cleansers, knowledge 
of price is several times more important 
in discriminating between buyers and 
non-buyers of brands of coffee than it 
was in explaining variations in over-all 
brand preference scores. This finding is 
not surprising. However it is comforting 
to have intuition supported by evidence. 
This statistical confirmation of intuition 
underlines two statements: in consider- 
able measure, preference and price are 
independent factors; and, preference and 
purchase situations are different.” 

8 The evidence for the last statement comes partially 
from Tables 3 and 4 which show the differing effects of 
the variables in the two situations and partially from 


the multiple correlation coefficients of the two sets of 
equations. The multiple correlation coefficients of 


The findings on critical attributes 
cannot be exploited too far. Apparently, 
package appearance had no significant 
effect upon purchases of brands of 
scouring cleanser and coffee. This finding 
might have been an artifact of the re- 
search procedure. But even if it were not, 
a manufacturer should not feel free to 
package his coffee in torn, dirty bags. 
The results merely suggest that with 
present packages there is no apparent 


relation between preferences on this. 


product attribute and purchase. This 
situation might have come about be- 
cause all packages now in use are accept- 
able. Package appearances could come 
to have an effect upon purchase if some 


product attribute ratings with brand preference ratings 
are .836 for scouring cleanser and .882 for coffee; the 
multiple correlation coefficients for the discriminant 
analyses are .471 for the scouring cleanser and .537 for 
coffee. Thus a given set of variables does a much poorer 
job of explaining variation of brand purchase than it did 
in explaining variations of brand preference. 


TaBLe 4. Revative VAtues oF Beta PartiAt Recression CoEFFICIENTS AND DiscrIMINANT COEFFICIENTS OF 
Four Propuct ATrriBUTES ON PREFERENCE AND PurcHASE OF BRANDs OF COFFEE 


(Pooled Data on 8 Leading Brands) 


Ability to Make 
Case —— Flavor Many Cups Knowledge 
'ppearance per Pound of Price 
Preference 03 1.00* 10* .o5* 
Purchase 1.00* .08 43° 


* Original coefficients significantly different from o at the 1 per cent level of confidence. 
Note: Entries converted from original coefficients; largest in each series given the value of 1.0 and others in 
relative terms, 


4 
1- 2 
in 
bind 
i- 1, | 
4 
t 
yf 
- 
f 
7 
t 
5 
& 
AG 
= 
d 
7 
d 
4 


156 


THE FOURNAL OF MARKETING 


of the present packages were either im- 
proved or allowed to deteriorate. 


CoNncLUDING COMMENTS 
On Methodology 


All the information on brand and 
product attribute preferences used in this 
paper was based upon unaided recall. 
The results might well have been differ- 
ent if the respondents were confronted 
with actual packages, used the cleansers, 
drank the various brands of coffee, etc. 
Much research work needs to be done on 
the correct procedure for obtaining valid 
measurements of brand and product at- 
tribute preferences. Home tests with 
code-marked samples followed by pref- 
erence tests and probing questions may 
be found to yield more valid data. 

Possibly the product attributes used 
in this study need more refining than the 
method of measuring satisfaction upon 
them. They are chiefly verbal symboliza- 
tions of the product, and not single, uni- 
dimensional attributes. Attention must 
be given to the definition of attributes so 
they are equally meaningful to re- 
spondents and to the production depart- 
ments of manufacturers. Cleansing abil- 
ity of scouring cleanser is based upon 
two factors, detergent action and abra- 
sive action; the preference test should 
treat them separately and find which of 
these two factors is more important. 


On Applications of the Research 


The direct findings of this research are 
given in the opening paragraphs. They 
may be summarized briefly as follows: 
there is a direct and close relationship 
between existing levels of preference for 
brands of seven classes and household 
products and their relative purchase by 
housewives. The first or highest choice is 
the most important factor in this pref- 


erence-purchase relationship.'® By re- 
gression analysis, it was possible to point 
out crucial attributes of scouring cleanser 
and coffee. It was found that different 
factors affect preference and purchase of 
brands. The factors which operate in 
both situations have different relative 
importance in the two situations. 

The indirect findings of the study are 
the suggestions it offers for the applica- 
tion of the techniques and results to 
future research. In the views of the writer, 
preference measurement can come to 
have a wider application than the pre- 
diction of the relative purchase of a 
series of competing alternatives. It can 
offer basic information as a guide to the 
formation of marketing policy. Market 
by market, the marketing manager can 
determine how well his product or brand 
is known, what people who have used it 
think of it, and the purchase intentions 
of users and non-users. These findings 
will serve to point directly to basic 
marketing weaknesses. Remedies can be 
proposed for the weaknesses revealed by 
these diagnostic tests—advertising and 
sampling to increase knowledge level, 
product or package improvement to 
raise preferences for the product, and 
the use of price reductions or special pro- 
motional deals to increase purchase in- 
tentions if preference is high and pur- 

chase is low. If product improvement is 
suggested, over-all brand preference can 
be fragmented in terms of individual 
product attributes to determine the 
relative importance of these individual 
attributes in preference and purchase. 
These findings will permit the improve- 


16 The statement that only the first choice is impor- 
tant in choice is made by L. L. Thurstone, “The Predic. 
tion of Choice,” Psychometrika, X (1945), pp. 237-253- 
The work in this paper supports this statement. If this 
finding is carried over into psychometric tests, it will 
simplify procedures now used to select the best or most 
preferred of a series of objects, such as illustrations, 
package designs, etc. 
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ment in product to be directed more pre- 
cisely than if it were guided by hunch or 
custom alone.!” 

Preference measurement can do more 
than serve as a means of discovering the 
basic marketing information mentioned 
above. It can also measure the response 
to marketing experiments designed to 
correct the deficiencies revealed by the 
first investigation. Thus, advertising 
campaigns can be evaluated in terms of 
their effect upon knowledge level and in- 
tentions to purchase. Product attribute 
changes can be evaluated in terms of 
product preference. Finally, change in 
knowledge level might be evaluated 
against change in preference as a means 
of increasing the purchase intentions for 
the brand in question. 

A final consideration in this discussion 
on the use of preference measurement as 
a guide to marketing policy is the matter 
of costs to produce the desired change. 
If it becomes possible to evaluate the 
relative importance of knowledge level, 


17 See Brown, op. cit., for an extended comment on the 
use of preference measurement in diagnosis of a brand’s 
market position. 


product preference, merchandising fac- 
tors, and price differentials in an equa- 
tion, as it was possible to use product at- 
tribute preferences to predict over-all 
brand preferences, the problem is not 
ended when the relative importance of 
these factors is determined. For both the 
problem of market strategy and the 
problem of product improvement, the 
size of the coefficient in a regression 
equation is only part of the solution. It 
may be that some factors will respond 
much more easily to a given amount of 
effort and money than others. Thus it 
may work out that a change of knowl- 
edge level is more important in affecting 
relative sales of a brand than changes in 
the preference level but the return in 
sales for a given investment is greater 
when a given sum of money is spent in 
increasing the preference for the brand 
through product improvement. For 


either change in factors outside the. 


product or for changes of the product, 
the important consideration is the in- 
crease in sales per dollar expenditure. 
Preference measurement can serve to 
point out needed changes and to evalu- 
ate the performance of test solutions. 
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ADVERTISING, RESOURCE ALLOCATION, 
AND EMPLOYMENT 


ROBERT D. LEITER 
The City College of New York 


ADVERTISING PROBLEMS 


DVERTISING is firmly established as a 
method of stimulating the sale of 
goods in the American economy. During 
the present decade, expenditures on 
advertising have grown very rapidly. In 
1949 over five billion dollars were 
spent by industry for advertisements in 
newspapers, on the radio, in direct mail, 
in magazines, in business papers, on 
outdoor billboards, in farm papers, and 
in miscellaneous ways. Yet this figure 
does not include all selling costs, because 
the money spent on sales promotion and 
personal selling ordinarily is not con- 
sidered advertising expenses. 


Taste 1.) Tora Apvertisinc ExpenDITURE IN THE 
Unitep Srates, 1942-1949 


Expenditure 
_ (Millions of dollars) 
1942 2156.1 
1943 2496.4 
1944 2723.6 
1945 2874.5 
1946 3364.2 
1947 4259.7 
1948 4863.6 
1949 §202.2 


Advertising frequently has been asso- 
ciated with waste by leading economists.” 
Wasted resources have been identified 
as those which do not serve human life 
or well-being, on the whole.* When ad- 


1 Hans Zeisel, “U. S. Advertising Volume Passes 
5 Billion Dollars,” Printers’ Ink, June 16, 1950, p. 28. 

* See, for example, John M. Clark, Social Control of 
Business (and Ed.; New York: McGraw-Hill Book Co., 
Inc., 1939), P. 140. 

’ Thorstein Veblen, The Theory of the Leisure Class 
(New York: the Macmillan Co., 1899), p. 97. 
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vertising causes resources to be shifted 
from one industry to another the alloca- 
tion of resources is adversely affected and 
waste occurs if the total welfare of con- 
sumers is lessened.‘ 

Economic analysis of the problems 
arising from advertising should be con- 
tinued. The most exhaustive study of the 
economic effects of advertising ever 
undertaken generally was inconclusive 
on many of the major questions raised, 


4 It should be recognized that certain objective stand- 
ards of well-being might be established for the benefit 
of society. It isnot satisfactory to argue that the individ- 
ual must remain in every situation the sole judge of 
his own maximum welfare and satisfaction. It now gen- 
erally is agreed that the government must protect the in- 
dividual from making some choices that he would make 
if he were free to do so. A problem that remains is the 
degree of government interference. When policy deci- 
sions have to be made, objective criteria rather than 
subjective estimates of well-being and satisfaction are 
necessary. See, for example, the related problem and 
arguments in J. E. Meade and C. J. Hitch, 4n Introduc- 
tion to Economic Analysis and Policy, pp. 224-25. They 
say: “There is a possible objection to the whole of this 
argument [principles on which national income should 
be distributed]. While it may be admitted that the mar- 
ginal utility of income diminishes as income increases in 
the case of each individual, it may be denied that the 
marginal utility of income to different persons can be 
compared. It would then be meaningless even to ask 
whether total satisfaction could be increased by trans- 
ferring income from one person to another. If, therefore, 
it were decided that one man’s enjoyment cannot be 
compared with another’s, the whole foundation for any 
economic arguments about the distribution of income 
would be removed. Yet common sense demands that we 
should compare different men’s satisfactions. If there is 
any meaning in saying that to take $1 from a millionaire 
and to give it to a starving man does more to satisfy the 
starving man than to dissatisfy the millionaire, then 
logically we must admit that the feelings of different men 
are commensurable. It may be that in innumerable cases 
there is too little evidence even to guess whether $1 
means more to A than to B; but this must be because 
we have not got the necessary information and not be- 
cause it is nonsense to attempt to compare A’s feelings 
with B’s.” 
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although some definitive conclusions 
were reached. It maintained that there 
are situations in which it does not pay 
a company to advertise—because of 
insufficient product differentiation, lack 
of strong consumer buying motives, or 
insufficient size or frequency of sales— 
as in the case of matches, wheat, and 
nails. The study found that advertising 
results in a greater stability of prices 
because of a reduction in price compe- 
tition. It found also that while manu- 
facturing costs sometimes are lowered as 
a result of advertising, no definite state- 
ment could be made regarding marketing 
costs.° 

This paper undertakes to analyze the 
relation between advertising and the 
allocation of resources in order to deter- 
mine the circumstances in which waste 
exists. Situations of full employment and 
partial employment in the economy will 
be considered separately, since substan- 
tially different conclusions emerge in 
each case. 


DEVELOPMENT OF THEORY ON 
ADVERTISING 


Adam Smith, David Ricardo, and 
their followers in the classical school 
never showed any interest in the effects 
of advertising. Their theory operated 
on the assumption that producers were 
selling a homogeneous product and that 
they could sell as much of it as they 
chose at the prevailing market price. 

Nor did the analysis of monopoly, 
when such was undertaken, require con- 
sideration of advertising. The producer 
scarcely had an inducement to advertise 
when he controlled the entire market. 

When Alfred Marshall wrote the 
Principles of Economics at the end of the 
nineteenth century he did not integrate 


5 Neil H. Borden, The Economic Effects of Advertising 
(Chicago: Richard D. Irwin, Inc., 1942), pp. xxix-xxxiii. 


any discussion of advertising in the 
theory of economics. It is possible that 
he knew of no way to do so. Yet Mar- 
shall was not blind to the realities of his 
surroundings. In his institutional analy- 
sis of the economic system he explains 
the role of advertising in relation to the 
problems of general marketing. Marshall 
distinguishes between constructive and 
combative advertising. Constructive ad- 
vertising includes those attempts made 
to acquaint people with the opportuni- 
ties to buy or to sell. Printed advertise- 
ments are constructive when they are 
terse and explanatory, and especially 
when included in trade journals. Such 
advertising chiefly is used when new 
articles are introduced in the market. 
Combative advertising attempts to give 
a product a reputation by continual 
repetition of the name and by laudatory 
description and contrast with its rivals. 


Marshall described two elements of - 


social waste in combative advertising. 
The first includes the advertising ex- 
penditures and the loss of income to 
those competitors whose business is 
reduced. Although Marshall recognized 
that additional sales may lower the 
unit cost of production, he maintained 
that firms in a position to profit from 
excessive and extravagant advertise- 
ment would be producing a type of good 
which lends itself to low-cost produc- 
tion by many firms. Secondly, large 
firms which advertise create social waste 
by helping to eliminate small competi- 
tors; such action also suppresses man- 
agerial abilities.® 

A. C. Pigou was even more critical of 
combative, or what he called competitive 
advertising. Though this kind of adver- 
tising usually increases the income of 
the person making the investment, it 
results in social waste. Waste occurs 


6 Industry and Trade, pp. 305-7. 
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when expenditures by competitors bal- 
ance each other in their effects on the 
purchasers or when one firm succeeds in 
increasing its sales at the expense of its 
rival; for in either case the resources 
used in the process are wasted. Further, 
“There is...some slight ground for 
believing that firms of low productive 
efficiency tend to indulge in advertise- 
ment to a greater extent than their pro- 
ductively more efficient rivals.’”’ 

The wastes of competitive advertising, 
according to Pigou, might be reduced by 
voluntary elimination; or the govern- 
ment could either prohibit or impose a 
tax on this form of selling. Theoretically, 
the wastes could be removed altogether 
if conditions of monopolistic compe- 
tition were destroyed. 

Although Pigou clearly recognized the 
relationship between advertising and 
monopolistic competition, the task of 
plainly relating these two concepts de- 
volved upon others. There are different 
definitions of monopolistic competition, 
but in a broad sense it involves analysis 
of markets typified by differentiated 
products and/or few sellers. Differenti- 
ation is used by the producer in order to 
induce consumer preference for his good. 
Advertisement is the means by which 
consumers are informed of differences. 

One of the first analyses of advertising 
under conditions of monopolistic com- 
petition was made by Chamberlin; but 
his conclusions are not specific. Although 
he found that monopolistic competition 
brings about higher prices and costs and, 
probably, less efficient scales of produc- 
tion than pure competition, he can 
reach no clear decisions regarding the 
effects of advertising under monopolistic 
competition. If the producer in a state of 
monopolistic competition does not ad- 
vertise, the scale of production may be 


7 The Economics of Welfare, 1932, pp. 198-200. 


larger or smaller and prices may be 
higher or lower.* Advertising may lead 
to monopoly profits, but if rival prod- 
ucts can establish themselves, these 
profits will be eliminated.? Chamberlin’s 
criticism is directed primarily at monop- 
olistic competition and not at adver- 
tising under monopolistic competition. 
He does maintain, however, that the 
abolition of trade marks would benefit 
consumers.!° 

Professor Frank H. Knight has argued 
that the increase in the value of a com- 
modity which comes about from adver- 
tising is actually similar to any other kind 
of production. Expenditures on advertis- 
ing create utility in the same way that 
any other production expenses do." Other 
economists declare that advertising may 
increase the psychical value of commodi- 
ties, and in so doing increase their ex- 
change value;!? and that the buyer must 
be permitted to be the final arbiter of his 
own advantage since there is no means 
of ascertaining what the real needs of 
the community are.™ 

Still other economists aver that con- 
sumers need protection from advertising, 
since they do not always recognize their 
own interests. Sums spent on advertising 
are not similar to other costs and cannot 
be considered as part of the ordinary 
costs of production of the good, since 
advertising costs represent the addition 
of artificial value or reputation.“ Such 
reputation or good will often reaches 

8 Edward H. Chamberlin, The Theory of Monopolistic 
Competition (Cambridge: Harvard University Press, 
1948), pp. 166-67. 

Tbid., p. 173. 

10 Tbid., p. 274. 

1 Frank H. Knight, Risk, Uncertainty and Profit (Bos- 
ton: Houghton Mifflin Co., 1921), p. 157. 

12 George B. Hotchkiss, “An Economic Defense of 


Advertising,” American Economic Review, supplement, 
March 19265, p. 21. 

1%3Henry Smith, “The Imputation of Advertising 
Costs,” Economic Fournal, December 1935, p. 682. 

4 Dorothea Braithwaite, “The Economic Effects of 
Advertising,” Economic Fournal, March 1928, p. 21. 
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fantastic values.” It also has been stated 
that advertising costs are like other 
costs in origin, but unlike them in effect; 
since the profits which emerge from other 
expenditures measure the success with 
which the businessman has adapted the 
resources he controls to the needs of the 
purchasers, whereas profits derived from 
advertising usually are a reward for dis- 
torting the productive machine to the 
extent that it meets the fancied needs 
of the community instead of the real 
needs.® 

In the most recent volumes treating 
the theoretical aspects of this subject, 
the authors have vigorously contended 
that changes in the demand schedule 
ascribable to advertising are not dis- 
tortions of the consumer’s correct valua- 
tion of the commodity, since such valua- 
tions are subjective results of mental 
activity.!7 Changes in demand resulting 
from advertising accurately indicate 
the utility of the goods to the consumer, 
according to one of these authors.!8 


ADVERTISING AND RESOURCE 
ALLOCATION UNDER FULL 
EMPLOYMENT 


It appears that much of the disagree- 
ment existing among economists and 
others on the question of the desirability 
of advertising might be resolved by a 
more useful classification than has been 
suggested heretofore. Advertising out- 
lays fall into one of four categories. The 
first type may be called investment adver- 
tising. Expenditures are of this nature 
when they are made to introduce new 
inventions having a latent demand. The 
public, being unfamiliar with the prod- 
uct, is notified that it exists and may 

16 Albert L. Meyers, Elements of Modern Economics, 
3rd Ed., p. 209. 

16 A.S. J. Baster, Advertising Reconsidered, p. 90. 

17 E, A. Lever, Advertising and Economic Theory, p. 95 


18 F, P. Bishop, The Economics of Advertising, pp. 192- 
93. 


be purchased. Such was the case with 
nylon, frequency modulation receivers, 
and television. It is in this connection 
that advertising by an industry or pro- 
ducers’ association may be most bene- 
ficial to the economy. Such advertising 
may hasten the development of the ex- 
ternal economies of a growing industry.’® 
The period for classification as invest- 
ment advertising is short; the duration 
would depend upon the commodity. 

The second case involves a product 
which already is known and identifiable 
by the public. This advertising, which 
may be called informative, covers those 
attempts by a producer to get other 
producers and consumers to purchase 
his goods rather than other types of 
goods or goods of his competitors, by 
emphazing the salient features and true 
merits of his wares. It includes almost 
all advertising used for manufacturers, 
dealers, wholesalers, and retailers, since 
they usually are in a position properly 
to evaluate the statements made. It 
also covers information to consumers 
suggesting new uses for and advantages 
of the product. 

Competitive advertising is the third 
category. It involves sharp and excessive 
competition in what is essentially a 
closed market. The producer tries to 
gain a greater portion of the market 
by repeating a number of stock phrases. 
But even if he desires only to maintain 
his own share of the total output he is 
forced to advertise because of similar 
activities by his rivals. Advertising 
becomes immoderate and is primarily 
identified with appeals to fear, sex, and 
emulation.” The statements are either 


19 Advertising by associations of producers has played 
a relatively minor role in this country. See Elizabeth E. 
Hoyt, Consumption in our Society, p. 102. 

20 One study showed that 39 per cent of all advertising 
was based on these themes. See James Rorty, Our Mas- 
ter’s Voice, p. 100. 
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true, though irrelevant, or only slightly 
exaggerated. 

The final class of advertising is 
fraudulent. Producers and their adver- 
tising agencies make deliberately mis- 
leading and exaggerated statements. 
Extravagant claims are advanced to the 
public with the intention of stimulating 
sales. 

Each of these categories shades into 
the next. No automatic dividing lines 
are available to separate them. Yet the 
task may be performed by the govern- 
ment or through public opinion. With 
this classification it becomes possible to 
to evaluate more effectively the proper 
role of advertising in the economy and 
to determine appropriate governmental 
policy. It becomes clear that investment 
advertising is essential to the continued 
growth and progress of the economic 
system. This expenditure assumes a 
function similar to that of venture 
capital. From a theoretical and analyti- 
cal point of view it does not attempt to 
alter the demand schedule, but rather 
to establish it. 

Informative advertising generally is 
desirable and useful. Though the pro- 
ducer is trying to alter the established 
valuations assigned by consumers to 
his product, he does this by advising 
purchasers in a manner calculated to be 
of real benefit to them. If conditions are 
propitious, the seller is able to expand his 
output and may be able to produce at 
lower unit cost. But even if prices cannot 
be cut, either because no internal econo- 
mies result, or because marketing ex- 
penses, such as increased expenditures 
necessary for transport to newly-won 
areas, are higher, or the production of 
personal services is involved, economic 
justification for advertising exists here, 
since consumer satisfaction has been 
expanded. 

Occasionally, informative advertising 


may result in waste or poor alloca- 
tion of resources. Such a situation de- 
veloped during the recent war when 
many advertisers had nothing to sell. 
Wise producers recalled the World War I 
experiences of goods, such as Sapolio 
and Pear’s Soap, which were not adver- 
tised. In the postwar period each vir- 
tually lost its market. In order to pre- 
vent repetition of these results, producers 
of peacetime goods, the production of 
which was discontinued during World 
War II, continued to advertise. Not 
only was money expended on the adver- 
tisement of goods which the public 
could not buy, but these outlays were 
deductible as business expenses and 
therefore were not taxed. It may be 
argued, however, that maintenance of 
the good will, which had been built up 
only after costly effort, was not unlike 
keeping machinery and factories, useful 
mainly in peacetime production, in 
good working order. Yet there were 
many producers who had no extensive 
prewar business. As a result of the erec- 
tion of government plants and the 
receipt of government war contracts, 
they expanded their volume of opera- 
tions. Though they had hardly adver- 
tised prior to the war, huge sums of 
money now were spent in making the 
names of these firms known to the pub- 
lic. There is no theoretical justification 
for these expenditures, nor is there any 
from the point of view of the tax payer. 

There is another way in which inform- 
ative advertising may lead to waste. 
Since advertising increases the wants of 
consumers, some consumers will give up 
a portion of their leisure time to satisfy 
these wants. This action may make 
choices less rational and thereby result 
in misuse of resources. 

Almost no justification exists for com- 
petitive advertising when resources are 
employed fully and when differences in 
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product are negligible. Shifting demand 
from one firm to another and back again 
is costly and unwarranted. It has been 
said that 

“., . sales-promotion activities which divert 
demand from firm to firm . . . may divert it 
in directions in which a larger demand facili- 
tates the more economical utilization of re- 
sources and permits closer approach to the 
allocation of resources that yields the great- 
est net satisfactions.... But sales promo- 
tion is equally capable of diverting demand 
into directions in which attempts to increase 
output encounter obstacles which raise pro- 
duction costs. In any event such activities 
themselves attract the means of production 
from other uses. Probably the most frequent 
net result is that the tozal costs of produc- 
tion are increased, i.e., that a given quantity 
of resources in a community yields less goods 
and services (in quantity but not value) 
than would otherwise be available.” 


Though information slowly is becom- 
ing more readily available, advertisers 
generally are reluctant to reveal their 
expenditures. Accessible statistics, how- 
ever, disclose innumerable illustrations 
of excessive advertising by producers. 
Early in the 1940’s the Federal Trade 
Commission made the most exhaustive 
study yet undertaken on distribution 
costs in American industry. Figures for 
the advertising expenditures of nearly 
3,000 companies in gI industries were 
assembled. They suggest inordinate ad- 
vertising in a large number of industries, 
as seen when the cost is expressed as a 
percentage of sales. Further wasteful 
outlays for advertising may exist in 
industries where the amount of expendi- 
tures is enormous, but because of the 
magnitude of operations constitutes a 
relatively small fraction of total costs. 

Selling and delivery costs, which in 
many cases exceed advertising costs, 
are not included in these figures. In some 


* Arthur R. Burns, The Decline of Competition (New 
York: McGraw-Hill Book Co., Inc., 1936), p. 382. 


Taste Apvertisinc Cost 1n SELECTED 
AMERICAN INDUSTRIES 


Advertising Cost 


Industry as a Per Cent 
of Sales 

Drugs and medicine 13.94 
Cereal preparations 13.08 
Cigarettes 11.30 
Soaps and cooking fats 10.94 
Distilled liquors 9-79 
Malt beverages 8.97 
Tobacco products 8.20 
Cigars 5.40 
Fruit and vegetable canning 4-49 
Men’s and boys’ clothing, sold through 

own stores 4.20 


Linoleum and hard surface floor covering 3.67 
Men’s and boys’ clothing, sold to trade 3.60 
Wallboard, building insulation, floor 


composition 3-45 
Flour milling 3-03 
Office and store machines 2.63 
Bread and bakery products 2.63 
Blowers and exhaust fans 2.62 
Biscuits and crackers 2.60 
Paint, varnish, and lacquer 2.46 
Wool carpets and rugs 2.30 
Heating and cooking apparatus 2.20 
Mechanical measuring instruments 2.17 
Paving and roofing materials 2.08 
Rubber products 2.07 
Refrigerators and air-conditioning 

equipment 2.02 
Footwear (except rubber) sold to non- 

affiliated distributors 2.00 
Corn products 2.00 


of these industries the amount spent on 
production salaries and wages is consid- 
erably less than that spent for adver- 
tising. 

Advertising expenditures which 
amount, on the average, to as much as 
two cents for every dollar of sales appear 
to be unduly high and they should be 
subject to close scrutiny.” This is es- 


2 United States Federal Trade Commission, Report 
of the Federal Trade Commission on Distribution Methods 
and Costs: Part V, 1944, pp. 6-7. 

% The two per cent figure selected here probably 
would have to be altered somewhat if careful study 
were undertaken to determine legitimate expenditures 
for informative advertising. It is possible that some in- 
dustries have special problems which would require 
larger outlays than the average decided upon. Careful 
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pecially true since it has been found that 
a preponderant share of advertising is 
used not so much to expand demand for 
a product but to secure for each selling 
brand a larger share of the market.™ It 
has been shown in numerous cases that 
unadvertised products of superior or 
similar quality could be purchased at 
less than the price of the advertised 
good. 

For many years it has been the task of 
the Federal Trade Commission to root 
out fraudulent advertising. Its campaign 
has been limited to the elimination of the 
most obvious and flagrant cases of 
fraud. The federal circuit courts of ap- 
peals have decided that exaggerations 
need not be deemed misleading, decep- 
tive, or unfair competition.” 

The records of the FTC show that 
almost all types of goods are falsely ad- 
vertised by some producers. Such mis- 
representations occur in diverse ways. 
They include among others: false infor- 
mation regarding quality, purity, origin, 
or properties of goods; disparaging com- 
petitors’ products; creating the impres- 
sion that the customer may buy some- 
thing under unusually favorable condi- 
tions when such is not the case; obtain- 
ing business through promises not car- 
ried out; misrepresenting the advantages 
to the customer of dealing with the seller; 
giving products misleading names; and 
falsely representing that certain diseases 
are indicated by various symptoms which 
are described and claiming that the ad- 
vertised product will cure or alleviate the 
diseases. 


account would have to be taken of the differences be- 
tween gross and net advertising expenditures. 

* Neil H. Borden, op. cit., p. 165. 

% See, for example, Stuart Chase and F. J. Schlink, 
Your Money’s Worth. 

% Ostermoor & Co., Inc. v. FTC, 16 F. 2d 962, 964, 
CCA 2, 1927; Kidder Oil Co. v. FTC, 117 F. 2d 892, 901, 
CCA 7, 1941; Carlay Co. v. FTC. 153 F. 2d 493, 496, 
CCA 7, 1946. 


The work of the Federal Trade Com- 
mission is supplemented by that of the 
Post Office Department, which is charged 
with the duty of preventing fraudulent 
advertisements and fraudulently adver- 
tised materials from passing through the 
mails. These federal agencies have re- 
duced the volume of fraud, but con- 
sumers undoubtedly spend many hun- 
dreds of millions of dollars for goods 
fraudulently advertised.”’ 

Fraudulent advertising need not be 
linked solely to the sale of goods. It 
exists also in connection with the sale of 
services and in the stock and loan mar- 
kets. The need for protection ayainst 
fraud in the purchase of securities has 
been met partially with the establish- 
ment of the Securities and Exchange 
Commission. Loan companies, however, 
continue to engage in misleading adver- 
tisements. These expenses prevent the 
establishment of lower rates and only 
serve to lure borrowers from one com- 
pany to another.”® 

Some economists neglect to analyze 
the effects of fraudulent advertising be- 
cause moral and ethical problems are 
raised which they deem outside the 
scope of economics.?® The mental health 
of the work force, however, certainly 
falls within the area of economic inquiry. 
It has been stated** that physical, men- 
tal, and moral health and strength are 


27 The chairman of the F.T.C. estimated in 1928 that 
more than five hundred million dollars was taken an- 
nually by fraudulent advertising, mainly from the sick, 
poor, and ignorant; see Leverett S. Lyon, “‘Advertising,” 
Encyclopaedia of the Social Sciences, Vol. 1, p. 473. The 
solicitor of the Post Office Department, on the other 
hand, estimated in 1926 that over a billion dollars is 
lost annually to fraudulent advertisers (This amount 
constituted nearly three per cent of the total spent by 
consumers for goods); see The Christian Science Monitor, 


* July 27, 1926, p. 3: 1. 


28 Maurice M. Goldman, You Pay and You Pay, p. 77. 

29 K. W. Rothschild, “A Note on Advertising,” Eco- 
nomic Fournal, April 1942, p. 113. 

30 Alfred Marshall, Principles of Economics, 8th ed. 
(New York: the Macmillan Co., 1920), p. 193. 
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the bases of industrial efficiency on 
which the production of material wealth 
depends; while the chief importance of 
material wealth lies in the fact that when 
wisely used it increases the physical, 
mental, and moral health and strength 
of the human race.*! 

The analysis thus far indicates that 
under conditions of full employment the 
effects of investment and informative 
advertising are compatible with the 
proper allocation of resources, while 
competitive and fraudulent advertising 
cause waste. That is, the former types 
generally lead to increased consumer 
satisfaction from productive economic 
activity and the latter usually adversely 
affect the well-being of consumers and 
therefore, are associated with wasted 
resources. It is necessary, however, also 
to examine the economy during a period 
which is marked by unemployment, 
when the objective of increasing employ- 
ment would take precedence over at- 
tempts to prevent misallocation of the 
factors of production. 


ParTIAL EMPLOYMENT 


In an economy marked by partial 
employment, additional advantages may 
be ascribed to informative advertising; 
and competitive advertising also may 
serve a useful purpose. Informative ad- 
vertising stimulates consumption. An 
increase in demand for consumption 
goods may bring about, first, greater 
production of these goods; and secondly, 
production of the capital goods that are 
called for as a result of the derived 
demand. Increased employment is ordi- 


* A question which is connected much more closely 
to ethics and morals is the relation between advertising 
and newspapers, magazines, and radio programs. Since 
these latter three media of information are supported 
mainly by the income derived from the sale of advertis- 
ing, consumers of these media are forced to purchase 
joint products. 


narily a concomitant of increased output 
of goods. 

Although the effects of competitive 
advertising, as defined, may be merely 
to shift consumers from one brand to 
another without altering the total quan- 
tity sold, the advertising expenditures 
themselves create income for those who 
supply the factors of production used in 
the advertising process. Increased in- 
come will result in an increased demand. 
The effects will be similar to those de- 
scribed in connection with informative 
advertising. It appears, however, that 
the advertising multiplier will not be as 
great as when brought about by relief 
or charity, even though all these expendi- 
tures are similar in that none results in a 
direct increase in the stock of goods. 
Charity and relief moneys are assigned 
to low income groups and these groups 
spend a much larger fraction of their 
incomes than do those who are likely to. 
receive the advertising income. The 
lower propensity to consume of the 
higher income groups results in a smaller 
multiplier. 

In examining the effects of advertising 
under conditions other than full employ- 
ment, it seems clear that, generally, 
advertising is a waste only if the re- 
sources would otherwise be used for other 
purposes.” It should be noted, however, 
that increased advertising could bring 
about monopoly or, more likely, 
oligopoly in an industry, and thereby 
restrict output and employment. Of 
course, increased advertising of a good, 
instead of establishing a market domi- 
nated by a few sellers, might stimulate 
the sale of substitutes or of products 
manufactured by competitors. 

In regard to increased employment, a 
case stronger than that of competitive 
advertising could be built for fraudulent 


K, W. Rothschild, op. cit., p. 115. 
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advertising, except that such expendi- 
tures may cause not only misallocation of 
resources but may seriously harm the 
health of consumers who are led to pur- 
chase dangerous drugs and medicines, 
among other items. 


CONCLUSIONS 


It has been shown that advertising 
alters the desires of consumers and there- 
fore affects the allocation of productive 
resources. Consumer satisfaction usually 
is increased by investment advertising 
and informative advertising since these 
types of advertising serve a truly educa- 
tional function. Competitive advertising 
is wasteful under conditions of full 


employment because of the neutralizing 
effect of rivals and because of the use of 
resources for advertising rather than 
for the further production of goods. 
Fraudulent advertising clearly is wasteful 
of resources and strict prohibition should 
be continued by law. 

When partial employment prevails, 
competitive advertising may be less 
undesirable even though resources are 
incorrectly allocated; because increased 
employment may follow. The alternative, 
which is idle resources and lower employ- 
ment, normally would be the poorer 
choice. Fraudulent advertising, however, 
even if it results in more employment, 
would still remain basically undesirable. 
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THE PROCUREMENT PROBLEM IN SOVIET 
RETAIL TRADE 


HENRY H. WARE 
Columbia University 


HE basic concern of the Soviet retail 
i is with procuring merchandise. 
It is a real problem because in the Soviet 
Union the retailer cannot just call up a 
warehouse or one of several wholesalers 
and say “send over five more cases of 
vodka and a half ton more of black 
bread.” Supplies are tight and unplanned 
reserves generally are not available. 

The four-fifths of all retail trade con- 
ducted by State and cooperative enter- 
prise is directly geared into national 
economic planning. The retail outlet of 
organized trade must procure its sup- 
plies according to plan, pay for them 
with planned funds, and retail them at 
planned prices. The remaining fifth of 
the nation’s retail volume is transacted 
on the unorganized and unplanned col- 
lective farm peasant markets... Such 
characteristically small-scale and tradi- 
tionally direct producer-to-consumer 
sales are not the subject of our present 
inquiry. 


Wartime Planning 


When practically the entire volume of 
consumer goods was rationed, as was the 
case during World War II, the State and 
cooperative retailer had problems differ- 
ing from those he has today. What 
meager supplies were allotted to him 
came through channels and there was 
nothing that he could do to increase the 
quantity or variety of goods which he 

1 Gosudarstvennyi nauchnyi institut “Sovetskaia 
entsiklopediia” OGIZ SSSR, Bol’shaia Sovetskaia Ent- 
siklopediia (Moscow, 1948), p. 1024. The data given 
here are for the year 1940. See M. M. Lifits, Sovetskaia 


torgovlia (Moscow, 1948), p. 33, for data of earlier pre- 
war years, 


could obtain for sale. With a minimum of 
effort on his part, he was able to sell 
everything he had to his rationed 
customers. The wartime period, domi- 
nated by administrative acts and tight 
allocations over the economic life of the 
nation, was marked by the lack of free 
consumer choice, lack of choice by re- 
tailers, wholesalers, and producers alike. 


Peacetime Planning 


This type of from-the-top-down, 
chain-of-command planning to meet the 
wartime emergency, however, is not 
typical of the manner in which national 
planning normally operates in the USSR: 
Under usual conditions, planning is a 
continuous process evolving from the 
bottom up, as well as from the top. Rel- 
ative to planning the production and 
distribution of consumer goods, it is the 
freedom of consumer choice, exercised by 
retail customers and reflected back 
through wholesale to production plan- 
ners, which makes it possible for the 
government to gauge the ever-changing 
consumer demands. 

It is important for the Soviet govern- 
ment co feel out the preferences of con- 
sumer demand for purposes of planning, 
even though it may be decided in many 
cases not to cater to “whims and bour- 
gois tastes.” Presumably, the Soviet 
government, in striving to maximize its 
rates of capital accumulation and ex- 
pansion of basic production, is fully 
aware that there is a point of diminishing 
returns in pushing production at the ex- 
pense of consumption. The ultimate con- 
sumer is also the producer upon whose 
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labor the strength of the Soviet enonomic 
system depends. At least as far as the 
free labor part of the Soviet population 
is concerned, incentives to work are im- 
portant. Accordingly, today with Soviet 
stores open to all comers, free to buy or 
not to buy those goods which have been 
made available for sale, the government 
is in a better position to cater to con- 
sumer desires, when such wishes are 
considered legitimate and appropriate. 

The degree to which the overall con- 
sumer belt is pulled in or let out at any 
particular time is another matter, unre- 
sponsive to consumer demand, which it- 
self in the last analysis is a planned 
factor controlled through planned in- 
comes, planned currency values, and 
planned prices. Once the particular 
notch on the consumer belt has been de- 
cided upon by the nation’s planners, it is 
to be presumed that the best interest of 
the State is served by maximizing the 
consumer satisfaction possible at that 
point. This is considerably facilitated 
through the free exercise of consumer 
choice, within limits. 


Demand Exceeds Supply 


Generally more goods are made avail- 
able for sale now than during the period 
of wartime rationing, yet this has not 
forced retailers to pay due attention to 
consumer choice because generally most 
items still sell easily and the planned 
turnover of inventory is rapid. 

There is evidence that in the USSR 
consumer demand increases more rap- 
idly than the supplies of goods needed 
to meet the demand.? Controlled com- 
modity supplies are not permitted to re- 
act directly to pressure from market de- 
mand, and what we might term a 
market disequilibrium results. This 

21, V. Stalin, Voprosi Leninisma (Moscow 1938), 
roth edit., p. 398. See also speech by A. Mikoian at 
XVIII Party Congress, ref. M. M. Lifits, op. cit. pp. 94- 
95+ 


causes an accelerated flow of com- 
modities from producer to consumer, 
which means that smaller inventories 
and much less capital has to be tied up 
in the fields of distribution. This un- 
orthodox market relationship is main- 
tained by government-pegged prices 
generally set lower than what the traffic 
would bear, although not so low as to 
encourage uncontrollable resale at specu- 
lative prices. 

The over-all socio-economic gains from 
this emphasis on “production for use” 
are offset to an immeasurable degree by 
inefficiencies resulting in the field of dis- 
tribution. This top-heavy consumer de- 
mand presents definite complications 
which as yet the Soviet government ap- 
parently has been unable to overcome. 
Even though the mechanism does exist 
through which consumer pressures 
should make themselves felt, still the 
government, the Party, the Trade Minis- 
try, the unions, and other official agen- 
cies continue to call attention to the low 
quality and poor selection of goods from 
which the consumer must choose.® 

The result of the government policy is 
that selling is still too easy, because of 
the lively demand. Since the whole 
distribution system suffers from short 
supplies (relative to demand) and is al- 
ways being urged to move available 
goods more quickly, the result is that 
procuring commodities to sell remains 
the major concern of Soviet retailers.‘ 


Loca. SupPLy 
Though consumer goods remain hard 


3 V. Moskvin, “Sovetskaia torgovlia v tret’em godu 
piateletki” Bol’shevik No. 15 (Moscow, 1948), cited in 
collection No. 2 Narodnoe Khoziaistuoo SSSR (Gos- 
planizdat, Moscow, 1948), p. 433 and V. Moskvin, 
“Snizhenie roznichnykh tsen i pod’em blagosostoianiia 
sovetskogo naroda” Bol’shevik No. 6, 1949 (Moscow, 
1949), P. 46. 

‘'V. Pavliukov, “Zadachi Sovetskoi torgovli v uslovi- 
iakh novogo pod’ema narodnogo khoziaistva” Planevoe 
Khoziaistoo No. 3 (Moscow, 1949), P. 27. 
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to get in quantities ample to meet the 
demand, yet the pattern of retail supply 
is far different from the strictly central- 
ized, allocated, and channeled supplies of 
wartime rationing. Soviet retail supply, 
though planned, is typically not rigid 
and inflexible. There is a range of choice 
open to the retailer, whose success in 
business may depend in large measure 
upon his personal initiative and in- 
genuity. 


Decentralized Supplies Stressed 


When allocations of centralized gov- 
ernment supplies of commodities are 
short of what is planned, there is little 
that the retailer can do to improve his 
supply of such goods. If he is successful 
in obtaining additional decentrally dis- 
tributed retail supplies, however, it may 
still be possible for him to keep operating 
at a profit. Decentralized supplies of 
commodities include all those items re- 
ceived by retailers from State and coop- 
erative industry and from agriculture, 
other than those allocated and distrib- 
uted from centralized stocks. Second- 
hand goods sold at retail and household 
personal items sold through commission 
shops are included in decentralized re- 
tail supplies.® 

The proportion of local decentralized 
supplies for State and cooperative retail- 
ing has grown from about 20 per cent in 
1946 to 25 per cent of all retail supplies 
in 1948.° Given every type of official en- 
couragement, today decentralized pur- 
chases presumably form an even larger 
part of total retail supply. The ratio 
differs widely according to the trade 
system, for some rely more heavily than 


5 Riauzov and Titel’baum, Kurs torgovoi statistiki 
(Moscow 1947, Pp. 77)- 

® Tsentral’noi Statisticheskoe Upravlenie Gosplana 
SSSR, Otdel Uchebnikh Zavedenii, S/ovar’-Spravochnik 
po sotsial’no ehonomicheskoi statistike (Moscow, 1948), 
Pp. 323 and Riauzov and Titel’baum op. cit. p. 76. 


others upon decentralized supplies. The 
largest proportions of locally-procured 
supplies are found in fruit and vegetable 
stores. Many commodities often may be 
purchased both locally and through 
centralized channels.’ 

Decentralized local purchases may be 
made by the retail outlet itself, or by the 
next higher links in its chain of organiza- 
tion. Retail supplies of decentralized 
commodities for a local rural consumer 
cooperative store, for instance, may be 
the result of direct purchase, or they 
may be received through the Raion 
(District) United Consumer Cooperative 
wholesaler.® 

Decentralized purchases represent for 
the retailer a great advantage lacking in 
the case of centralized and allocated pur- 
chases. While the quantities of these 
local goods which he will purchase are 
planned, he is given every encourage- 
ment, including special credit facilities, 
to buy up as much additional goods as 
he can sell. In other words, there is no 
upper limit to the decentralized pur- 
chases which a store or trade chain is per- 
mitted to make. As a matter of fact, if 
a store does not purchase at least 25 per 
cent of its commodity supplies from 
local decentralized supplies, the State 
Bank will not grant it an “independent” 
account but will force it to be dependent 
financially upon the trade organization 
next higher in its apparatus.® 

Local decentralized retail supplies of 
farm products are purchased after the 
rural areas have completed their quotas 
of compulsory sales to the State. Large 
quantities of fruits, vegetables, and 


7 Commodities such as vodka, matches, sugar and tea 
are supplied to the retailer only from government con- 
trolled centralized supplies. Riauzov and Titel’baum, 
op. cit., p. 78. 

8 [did., p. 78. 

* N. Kononov, “Prakticheskie voprosi v ustanovlenii 
khozrascheta v magazine,” Sovetskaia Torgoviia, 
March 1936 (Moscow, 1936), p. 29. 
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pecially true since it has been found that 
a preponderant share of advertising is 
used not so much to expand demand for 
a product but to secure for each selling 
brand a larger share of the market.™ It 
has been shown in numerous cases that 
unadvertised products of superior or 
similar quality could be purchased at 
less than the price of the advertised 
good.” 

For many years it has been the task of 
the Federal Trade Commission to root 
out fraudulent advertising. Its campaign 
has been limited to the elimination of the 
most obvious and flagrant cases of 
fraud. The federal circuit courts of ap- 
peals have decided that exaggerations 
need not be deemed misleading, decep- 
tive, or unfair competition.” 

The records of the FTC show that 
almost all types of goods are falsely ad- 
vertised by some producers. Such mis- 
representations occur in diverse ways. 
They include among others: false infor- 
mation regarding quality, purity, origin, 
or properties of goods; disparaging com- 
petitors’ products; creating the impres- 
sion that the customer may buy some- 
thing under unusually favorable condi- 
tions when such is not the case; obtain- 
ing business through promises not car- 
ried out; misrepresenting the advantages 
to the customer of dealing with the seller; 
giving products misleading names; and 
falsely representing that certain diseases 
are indicated by various symptoms which 
are described and claiming that the ad- 
vertised product will cure or alleviate the 
diseases. 


account would have to be taken of the differences be- 
tween gross and net advertising expenditures. 
* Neil H. Borden, op. cit., p. 165. 


% See, for example, Stuart Chase and F. J. Schlink, ° 


Your Money’s Worth. 

% Ostermoor & Co., Inc. v. FTC, 16 F. 2d 962, 964, 
CCA 2, 1927; Kidder Oil Co. v. FTC, 117 F. 2d 892, 901, 
CCA 7, 1941; Carlay Co. v. FTC. 153 F. 2d 493, 496, 
CCA 7, 1946. 


The work of the Federal Trade Com- 
mission is supplemented by that of the 
Post Office Department, which is charged 
with the duty of preventing fraudulent 
advertisements and fraudulently adver- 
tised materials from passing through the 
mails. These federal agencies have re- 
duced the volume of fraud, but con- 
sumers undoubtedly spend many hun- 
dreds of millions of dollars for goods 
fraudulently advertised.?’ 

Fraudulent advertising need not be 
linked solely to the sale of goods. It 
exists also in connection with the sale of 
services and in the stock and loan mar- 
kets. The need for protection against 
fraud in the purchase of securities has 
been met partially with the establish- 
ment of the Securities and Exchange 
Commission. Loan companies, however, 
continue to engage in misleading adver- 
tisements. These expenses prevent the 
establishment of lower rates and only 
serve to lure borrowers from one com- 
pany to another.”® 

Some economists neglect to analyze 
the effects of fraudulent advertising be- 
cause moral and ethical problems are 
raised which they deem outside the 
scope of economics.?® The mental health 
of the work force, however, certainly 
falls within the area of economic inquiry. 
It has been stated*° that physical, men- 
tal, and moral health and strength are 


7 The chairman of the F.T.C. estimated in 1928 that 
more than five hundred million dollars was taken an- 
nually by fraudulent advertising, mainly from the sick, 
poor, and ignorant; see Leverett S. Lyon, “‘Advertising,” 
Encyclopaedia of the Social Sciences, Vol. 1, p. 473. The 
solicitor of the Post Office Department, on the other 
hand, estimated in 1926 that over a billion dollars is 
lost annually to fraudulent advertisers (This amount 
constituted nearly three per cent of the total spent by 
consumers for goods); see The Christian Science Monitor, 
July 27, 1926, p. 3:1. 

28 Maurice M. Goldman, You Pay and You Pay, p. 77. 

29 K. W. Rothschild, “A Note on Advertising,” Eco- 
nomic Fournal, April 1942, p. 113. 

3° Alfred Marshall, Principles of Economics, 8th ed. 
(New York: the Macmillan Co., 1920), p. 193. 
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the bases of industrial efficiency on 
which the production of material wealth 
depends; while the chief importance of 
material wealth lies in the fact that when 
wisely used it increases the physical, 
mental, and moral health and strength 
of the human race.*! 

The analysis thus far indicates that 
under conditions of full employment the 
effects of investment and informative 
advertising are compatible with the 
proper allocation of resources, while 
competitive and fraudulent advertising 
cause waste. That is, the former types 
generally lead to increased consumer 
satisfaction from productive economic 
activity and the latter usually adversely 
affect the well-being of consumers and 
therefore, are associated with wasted 
resources. It is necessary, however, also 
to examine the economy during a period 
which is marked by unemployment, 
when the objective of increasing employ- 
ment would take precedence over at- 
tempts to prevent misallocation of the 
factors of production. 


ParTIAL EMPLOYMENT 


In an economy marked by partial 
employment, additional advantages may 
be ascribed to informative advertising; 
and competitive advertising also may 
serve a useful purpose. Informative ad- 
vertising stimulates consumption. An 
increase in demand for consumption 
goods may bring about, first, greater 
production of these goods; and secondly, 
production of the capital goods that are 
called for as a result of the derived 
demand. Increased employment is ordi- 


* A question which is connected much more closely 
to ethics and morals is the relation between advertising 
and newspapers, magazines, and radio programs. Since 
these latter three media of information are supported 
mainly by the income derived from the sale of advertis- 
ing, consumers of these media are forced to purchase 
Joint products. 


narily a concomitant of increased output 
of goods. 

Although the effects of competitive 
advertising, as defined, may be merely 
to shift consumers from one brand to 
another without altering the total quan- 
tity sold, the advertising expenditures 
themselves create income for those who 
supply the factors of production used in 
the advertising process. Increased in- 
come will result in an increased demand. 
The effects will be similar to those de- 
scribed in connection with informative 
advertising. It appears, however, that 
the advertising multiplier will not be as 
great as when brought about by relief 
or charity, even though all these expendi- 
tures are similar in that none results in a 
direct increase in the stock of goods. 
Charity and relief moneys are assigned 
to low income groups and these groups 
spend a much larger fraction of their 
incomes than do those who are likely to. 
receive the advertising income. The 
lower propensity to consume of the 
higher income groups results in a smaller 
multiplier. 

In examining the effects of advertising 
under conditions other than full employ- 
ment, it seems clear that, generally, 
advertising is a waste only if the re- 
sources would otherwise be used for other 
purposes.® It should be noted, however, 
that increased advertising could bring 
about monopoly or, more likely, 
oligopoly in an industry, and thereby 
restrict output and employment. Of 
course, increased advertising of a good, 
instead of establishing a market domi- 
nated by a few sellers, might stimulate 
the sale of substitutes or of products 
manufactured by competitors. 

In regard to increased employment, a 
case stronger than that of competitive 
advertising could be built for fraudulent 


% K, W. Rothschild, cit., p. 115. 
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advertising, except that such expendi- 
tures may cause not only misallocation of 
resources but may seriously harm the 
health of consumers who are led to pur- 
chase dangerous drugs and medicines, 
among other items. 


CONCLUSIONS 


It has been shown that advertising 
alters the desires of consumers and there- 
fore affects the allocation of productive 
resources. Consumer satisfaction usually 
is increased by investment advertising 
and informative advertising since these 
types of advertising serve a truly educa- 
tional function. Competitive advertising 
is wasteful under conditions of full 


employment because of the neutralizing 
effect of rivals and because of the use of 
resources for advertising rather than 
for the further production of goods. 
Fraudulent advertising clearly is wasteful 
of resources and strict prohibition should 
be continued by law. 

When partial employment prevails, 
competitive advertising may be less 
undesirable even though resources are 
incorrectly allocated; because increased 
employment may follow. The alternative, 
which is idle resources and lower employ- 
ment, normally would be the poorer 
choice. Fraudulent advertising, however, 
even if it results in more employment, 
would still remain basically undesirable. 
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THE PROCUREMENT PROBLEM IN SOVIET 
RETAIL TRADE 


HENRY H. WARE 


Columbia 


HE basic concern of the Soviet retail 
p pate is with procuring merchandise. 
It is a real problem because in the Soviet 
Union the retailer cannot just call up a 
warehouse or one of several wholesalers 
and say “send over five more cases of 
vodka and a half ton more of black 
bread.” Supplies are tight and unplanned 
reserves generally are not available. 
The four-fifths of all retail trade con- 
ducted by State and cooperative enter- 
prise is directly geared into national 
economic planning. The retail outlet of 
organized trade must procure its sup- 
plies according to plan, pay for them 
with planned funds, and retail them at 
planned prices. The remaining fifth of 
the nation’s retail volume is transacted 
on the unorganized and unplanned col- 
lective farm peasant markets. Such 
characteristically small-scale and tradi- 
tionally direct producer-to-consumer 
sales are not the subject of our present 
inquiry. 


Wartime Planning 


When practically the entire volume of 
consumer goods was rationed, as was the 
case during World War II, the State and 
cooperative retailer had problems differ- 
ing from those he has today. What 
meager supplies were allotted to him 
came through channels and there was 
nothing that he could do to increase the 
quantity or variety of goods which he 

1 Gosudarstvennyi nauchnyi institut ‘“Sovetskaia 
entsiklopediia” OGIZ SSSR, Bol’shaia Sovetskaia Ent- 
siklopediia (Moscow, 1948), p. 1024. The data given 
here are for the year 1940. See M. M. Lifits, Sovetskaia 


torgovlia (Moscow, 1948), p. 33, for data of earlier pre- 
war years. 


University 


could obtain for sale. With a minimum of 
effort on his part, he was able to sell 
everything he had to his rationed 
customers. The wartime period, domi- 
nated by administrative acts and tight 
allocations over the economic life of the 
nation, was marked by the lack of free 
consumer choice, lack of choice by re- 
tailers, wholesalers, and producers alike. 


Peacetime Planning 


This type of from-the-top-down, 
chain-of-command planning to meet the 
wartime emergency, however, is not 
typical of the manner in which national 
planning normally operates in the USSR. 
Under usual conditions, planning is a 
continuous process evolving from the 
bottom up, as well as from the top. Rel- 
ative to planning the production and 
distribution of consumer goods, it is the 
freedom of consumer choice, exercised by 
retail customers and reflected back 
through wholesale to production plan- 
ners, which makes it possible for the 
government to gauge the ever-changing 
consumer demands. 

It is important for the Soviet govern- 
ment to feel out the preferences of con- 
sumer demand for purposes of planning, 
even though it may be decided in many 
cases not to cater to “whims and bour- 
gois tastes.” Presumably, the Soviet 
government, in striving to maximize its 
rates of capital accumulation and ex- 
pansion of basic production, is fully 
aware that there is a point of diminishing 
returns in pushing production at the ex- 
pense of consumption. The ultimate con- 
sumer is also the producer upon whose 
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labor the strength of the Soviet enonomic 
system depends. At least as far as the 
free labor part of the Soviet population 
is concerned, incentives to work are im- 
portant. Accordingly, today with Soviet 
stores open to all comers, free to buy or 
not to buy those goods which have been 
made available for sale, the government 
is in a better position to cater to con- 
sumer desires, when such wishes are 
considered legitimate and appropriate. 

The degree to which the overall con- 
sumer belt is pulled in or let out at any 
particular time is another matter, unre- 
sponsive to consumer demand, which it- 
self in the last analysis is a planned 
factor controlled through planned in- 
comes, planned currency values, and 
planned prices. Once the particular 
notch on the consumer belt has been de- 
cided upon by the nation’s planners, it is 
to be presumed that the best interest of 
the State is served by maximizing the 
consumer satisfaction possible at that 
point. This is considerably facilitated 
through the free exercise of consumer 
choice, within limits. 


Demand Exceeds Supply 


Generally more goods are made avail- 
able for sale now than during the period 
of wartime rationing, yet this has not 
forced retailers to pay due attention to 
consumer choice because generally most 
items still sell easily and the planned 
turnover of inventory is rapid. 

There is evidence that in the USSR 
consumer demand increases more rap- 
idly than the supplies of goods needed 
to meet the demand.? Controlled com- 
modity supplies are not permitted to re- 
act directly to pressure from market de- 
mand, and what we might term a 
market disequilibrium results. This 

27. V. Stalin, Voprosi Leninisma (Moscow 1938), 
toth edit., p. 398. See also speech by A. Mikoian at 
XVIII Party Congress, ref. M. M. Lifits, op. cit. pp. 94- 
95- 


causes an accelerated flow of com- 
modities from producer to consumer, 
which means that smaller inventories 
and much less capital has to be tied up 
in the fields of distribution. This un- 
orthodox market relationship is main- 
tained by government-pegged prices 
generally set lower than what the traffic 
would bear, although not so low as to 
encourage uncontrollable resale at specu- 
lative prices. 

The over-all socio-economic gains from 
this emphasis on “production for use” 
are offset to an immeasurable degree by 
inefficiencies resulting in the field of dis- 
tribution. This top-heavy consumer de- 
mand presents definite complications 
which as yet the Soviet government ap- 
parently has been unable to overcome. 
Even though the mechanism does exist 
through which consumer pressures 
should make themselves felt, still the 
government, the Party, the Trade Minis- 
try, the unions, and other official agen- 
cies continue to call attention to the low 
quality and poor selection of goods from 
which the consumer must choose.* 

The result of the government policy is 
that selling is still too easy, because of 
the lively demand. Since the whole 
distribution system suffers from short 
supplies (relative to demand) and is al- 
ways being urged to move available 
goods more quickly, the result is that 
procuring commodities to sell remains 
the major concern of Soviet retailers.‘ 


Loca Supply 
Though consumer goods remain hard 


V. Moskvin, “Sovetskaia torgovlia v tret’em godu 
piateletki” Bol’shevik No. 15 (Moscow, 1948), cited in 
collection No. 2 Narodnoe Khoziaistoo SSSR (Gos- 
planizdat, Moscow, 1948), p. 433 and V. Moskvin, 
“Snizhenie roznichnykh tsen i pod’em blagosostoianiia 
sovetskogo naroda” Bol’shevik No. 6, 1949 (Moscow, 
1949), Pp. 46. 

4 V. Pavliukov, “Zadachi Sovetskoi torgovli v uslovi- 
iakh novogo pod’ema narodnogo khoziaistva” Planovoe 
Khoziaistoo No. 3 (Moscow, 1949), Pp. 27. 
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to get in quantities ample to meet the 
demand, yet the pattern of retail supply 
is far different from the strictly central- 
ized, allocated, and channeled supplies of 
wartime rationing. Soviet retail supply, 
though planned, is typically not rigid 
and inflexible. There is a range of choice 
open to the retailer, whose success in 
business may depend in large measure 
upon his personal initiative and in- 
genuity. 


Decentralized Supplies Stressed 


When allocations of centralized gov- 
ernment supplies of commodities are 
short of what is planned, there is little 
that the retailer can do to improve his 
supply of such goods. If he is successful 
in obtaining additional decentrally dis- 
tributed retail supplies, however, it may 
still be possible for him to keep operating 
at a profit. Decentralized supplies of 
commodities include all those items re- 
ceived by retailers from State and coop- 
erative industry and from agriculture, 
other than those allocated and distrib- 
uted from centralized stocks. Second- 
hand goods sold at retail and household 
personal items sold through commission 
shops are included in decentralized re- 
tail supplies.® 

The proportion of local decentralized 
supplies for State and cooperative retail- 
ing has grown from about 20 per cent in 
1946 to 25 per cent of all retail supplies 
in 1948.° Given every type of official en- 
couragement, today decentralized pur- 
chases presumably form an even larger 
part of total retail supply. The ratio 
differs widely according to the trade 
system, for some rely more heavily than 


5 Riauzov and Titel’baum, Kurs torgovoi statistiki 
(Moscow 1947, p. 77). 

6 Tsentral’noi Statisticheskoe Upravlenie Gosplana 
SSSR, Otdel Uchebnikh Zavedenii, S/ovar’-Spravochnik 
po sotsial’no ekonomicheskoi statistike (Moscow, 1948), 
p. 323 and Riauzov and Titel’baum op. cit. p. 76. 


others upon decentralized supplies. The 
largest proportions of locally-procured 
supplies are found in fruit and vegetable 
stores. Many commodities often may be 
purchased both locally and through 
centralized channels.’ 

Decentralized local purchases may be 
made by the retail outlet itself, or by the 
next higher links in its chain of organiza- 
tion. Retail supplies of decentralized 
commodities for a local rural consumer 
cooperative store, for instance, may be 
the result of direct purchase, or they 
may be received through the Raion 
(District) United Consumer Cooperative 
wholesaler.® 

Decentralized purchases represent for 
the retailer a great advantage lacking in 
the case of centralized and allocated pur- 
chases. While the quantities of these 
local goods which he will purchase are 
planned, he is given every encourage- 
ment, including special credit facilities, 
to buy up as much additional goods as 
he can sell. In other words, there is no 
upper limit to the decentralized pur- 
chases which a store or trade chain is per- 
mitted to make. As a matter of fact, if 
a store does not purchase at least 25 per 
cent of its commodity supplies from 
local decentralized supplies, the State 
Bank will not grant it an “independent” 
account but will force it to be dependent 
financially upon the trade organization 
next higher in its apparatus.® 

Local decentralized retail supplies of 
farm products are purchased after the 
rural areas have completed their quotas 
of compulsory sales to the State. Large 
quantities of fruits, vegetables, and 


7 Commodities such as vodka, matches, sugar and tea 
are supplied to the retailer only from government con- 
trolled centralized supplies. Riauzov and Titel’baum, 
op. cit., p. 78. 

8 [bid., p. 78. 

® N. Kononov, “Prakticheskie voprosi v ustanovlenii 
khozrascheta v magazine,” Sovetskaia Torgovlia, 
March 1936 (Moscow, 1936), p. 29. 
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dairy products reach the retail store 
from such local sources.!° Many impor- 
tant agricultural products such as grains, 
wool, cotton, and sugar beets, however, 
are purchased almost exclusively by the 
government and are of little importance 
as a source for decentralized retail 
supply." Decentralized retail supplies of 
farm produce are obtained from a 
number of sources: collective farms, col- 
lective farmers, State farms, private 
peasants, and from the subsidiary enter- 
prises of the various trade organiza- 
tions.!* Some trade chains and individual 
outlets have their own vegetable gardens, 
raise pigs, keep bees, gather berries and 
mushrooms, fish, weave baskets and 
even produce ready-made clothing, hats, 
neckties, scarves, etc.’ All such activities 
add to the decentralized commodities 
available for sale in the stores. 

Most of the decentralized retail sup- 
plies of manufactured goods are pro- 
duced by enterprises of “raion” 
(district) level local industry, by handi- 
craft industrial cooperatives and invalid 
producer cooperatives, and also by the 
subsidiary enterprise of consumer co- 
operatives. 


Submarginal Production Encouraged 


Many of the decentralized retail sup- 
plies which the Soviet store receives are 
produced under conditions which in a 
capitalist economy would be considered 
submarginal. Yet such production is en- 


10 Riauzov and Titel’baum, op. cit., p. 77. 

uM. M. Lifits, Sovetskaia Torgovlia (Moscow, 
1948), p. 82, and B. I. Gogol’, Sovetskaia Torgovlia i ee 
rol’v narodnom khoziaistve (Moscow 1948), p. 12. In 1937 
centralized State procurement as a proportion of total 
quantities produced for sale was as follows: grain 82.4 
per cent, meat 53.0 per cent, milk 61.4 per cent, wool 
98.6 per cent, cotton 97.3 per cent and sugar beet 98.3 
per cent. Comparable postwar data are not available. 

12 Riauzov and Titel’baum, op. cit., p. 77. 

13.N, I. Basenin, L. M. Darinskaia, N. A. Sokolovskii, 
Organizatsiia i tekhnika roznichnoi torgovli promy- 
shlennymi tovarami (Moscow, 1948), p. 58. 


couraged and supported, for it increases 
the total supply of consumer goods, 
making use of “outmoded” methods and 
equipment but nonetheless getting to- 
gether and using valuable raw materials 
from the farm, and industrial scrap, 
waste, and rejects. Furthermore, such 
production makes use of seasonal farm 
labor and other “spare time.” No less 
important, as the proportion of decen- 
tralized retail supplies increases the 
strain is lessened upon the overloaded 
and still backward Soviet transportation 
facilities.“ 

Little by little, more modern methods 
and up-to-date equipment are being in- 
troduced in the local production of de- 
centralized consumer goods. And while 
the Soviet government today is placing 
great stress on increasing the local pro- 
duction of local goods by local methods, 
it may be presumed that much of this 
emphasis eventually will slacken as plant 
capacity is made available and large 
scale production methods are more 
generally applied to turning out con- 
sumer goods. 


Measures Stimulating Local Supply 


Supplying the retail store with local 
commodities is much more than a 
matter of foraging and gleaning. Not 
only is retail trade given every encour- 
agement to buy all the decentralized 
goods it can handle, but the producers 
and manufacturers of such commodities 
likewise, in recent years, have been 
aided in various ways. Cooperative en- 
terprises are ordered to no longer accept 
inappropriate orders from industry, but 


“4 P, V. Evseev, “Rezervy uvelicheniia vypuska 
tovarov shirokogo potrebleniia v mestnoi i koopera- 
tivnoi promyshlennosti” Planovoe Khoziiaistvo, No. 4 
(Moscow, 1948), pp. 48-49, 55; and P. V. Evseev 
Kooperativnaia i mestnaia promyshlennost’ v poslevoennoi 
piatiletka (Moscow, 1948), pp. 15, 103; also Pavliukov, 
op. cit., pp. 30-31. 
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to concentrate upon the production of 
consumer goods. 

Raion level local industry also places 
much more emphasis than it formerly 
did upon producing decentralized com- 
modity supplies for retail sale. Both co- 
operative producers and raion level local 
industry ever since November 1946 have 
been free to make local purchases of raw 
materials and supplies throughout the 
countryside and are permitted to pay 
high competitive open-market prices." 
This price provision is of particular im- 
portance, because at low pegged govern- 
ment prices the peasant does not tend to 
sell more produce than is required of 
him, particularly since he is permitted to 
dispose of his “‘surpluses” for whatever 
price he can get on the free collective 
farm peasant market. 

Further increasing the available de- 
centralized supplies of commodities for 
retail, in 1945 industrial Ministries were 
ordered to revert to their prewar prac- 
tice of having special shops to produce 
consumer goods even in their heavy in- 
dustrial plants.'’ Now there are certain 
commodities which, whether produced 
by cooperative enterprise or local in- 
dustry, are specially earmarked for local 
decentralized retail distribution.'* 

Though decentralized retail supplies 
are obtained locally through local ini- 
tiative, their availability is seen to be at 
least indirectly the result of national 
planning. It is through the various forms 


% Order of USSR Council of Ministers, Nov. 9, 1946. 
“On expanding cooperative trade into cities and in- 
dustrial communities, with food and manufactured 
goods and on increasing the production of food and con- 
sumer goods by cooperative organizations.” Text not 
made public. Discussion in Pravda, Nov. 11, 13, 1946. 
Lifits, op. cit., pp. 92, 93, Gogol’, op. cit., p. 51 and 
Riauzov i Titel’baum, op. cit., pp. 132, 133. 

6 Idem. 

1 Shkundin, op. cit. pp. 151-152. A part of these con- 
sumer goods so produced is subject to centralized dis- 
tribution by the government. 

18 Tbid., pp. 151-152. 


of administrative, financial, and other 
encouragement currently given to local 
industry, to cooperative enterprise and 
to the farms, that the quantities of de- 
centralized goods available are being 
significantly increased, thus extending 
the opportunities for local trade initi- 
ative in contracting for and purchasing 
supplies of these locally available com- 
modities. 


CENTRALIZED RETAIL SUPPLIES 


Centralized retail supplies are ob- 
tained through channels from the gov- 
ernment. Some goods are subject to a 
greater degree of centralized control than 
others and allocations are in more spe- 
cific detail, permitting some choice and 
selection to be made by the retailer re- 
ceiving such supplies. The government 
makes allocations of centralized goods to 
meet the planned needs of production 
as well as the needs planned for distribu- 
tion. Centralized goods are grouped as 
“planned” and “regulated.” The USSR 
Council of Ministers approves the allo- 
cation of “planned” commodities by end 
use all the way down the administrative 
levels to local “‘odlasts’” (regions) and to 
local trade systems. It does not concern 
itself directly with the approval of 
“regulated” commodities and their allo- 
cation below the Union-Republic ad- 
ministrative level.!® 

Even within the most rigidly con- 
trolled group called “planned” com- 
modities, the degree of centralized con- 
trol varies from commodity to com- 
modity. Throughout the distribution of 
the regulated group of commodities 
there is considerably more flexibility 
than is the case with planned commodi- 
ties. Regulated commodities are allo- 
cated in detail of specification to a large 


19State Planning Commission USSR, Central 
Statistics Administration, S/ovar’-spravochnik po sotsial’ - 
no ekonomicheskoi statistike (Moscow, 1948), p. 323. 
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extent by the middle and lower links of 
the trade networks and chains. When 
planned commodities become more plen- 
tiful they are sometimes transferred into 
the category of regulated goods.”° 


Declaration of Centralized Supplies 
Needed 


In determining the actual require- 
ments of trade and other branches of the 
national economy for the planned and 
regulated categories of commodities, use 
is made of what is known as the “dec- 
laration” method. Throughout the 
economy, organizations and enterprises 
declare their needs for such commodities, 
both to their respective superior organi- 
zations (which must approve the retail 
supply plans) and also to all the various 
suppliers which may later be in a posi- 
tion to contract to supply the needed 
centralized goods. 

Representing a stage of planning from 
the bottom levels upwards, these dec- 
larations originate with the store or 
other enterprise entitled to receive allo- 
cations of such centralized supplies. The 
declarations are filtered up through the 
various levels of administrative chains of 
command, providing a check at various 
stages against the allocations of com- 
modities being divided and sub-divided 
as they move in the opposite direction, 
down from the top-level governmental 
and administrative organizations.” 

The store’s declaration of its com- 
modity needs for the ensuing year or 
quarter is supposed to be detailed, in- 


20 Turidicheskoe izdatel’stvo, N. K. Iu., SSSR. 
Grazhdanskoe Pravo (Moscow, 1944), para 665, p. 20; 
and Shkundin, op. cit., p. 147. See order Council of 
Peoples Commissars USSR, Nov. 29, 1938 “On entering 
into contracts for 1939” in Sobranie postanovlenii SSSR 
1938, No. 53, item 302; also G. Ia. Neiman, Vnutren- 
niaia Torgovlia SSSR (Moscow, 1935), p. 315. 

% Shkundin, op. cit., p. 145, and Iuridisheskoe iz- 
datel’stvo Grazhdanskoe pravo (Moscow, 1944), para. 
664, p. 19. 


dicating types of goods desired, styles, 
shapes, sizes, and colors, as well as other 
descriptive identification of goods. Such 
detail, however, often is lacking. Re- 
tailers are apt to take the attitude, ap- 
parently, that they cannot be bothered, 
for after all, with or without catering to 
consumer desires, whatever goods are 
made available generally sell with little 
difficulty. 

It is of interest to note that Soviet 
sources see this failure on the part of re- 
tailers not only in terms of an inade- 
quate interest in and response to con- 
sumer demand, but also in terms of neg- 
lect of the consumer himself who con- 
tinually should be “educated” to de- 
mand “‘newer and better” types of goods. 
These same sources suggest hopefully 
that exhibits by suppliers and discus- 
sions at the periodic “‘production meet- 
ings” of store employees can all be in- 
strumental in getting the stores to ask 
for and push the sale of improved and 
up-to-date types of commodities.” 

The distribution of centralized com- 
modities continues to be far from satis- 
factory, with unsuitable goods being 
dispatched during wrong seasons into 
places where the need is not greatest.” 
This may be partly because ineffective 
use is being made of the declaration 
method. The existence of declarations of 
need originating with retailers (and with 
other working-level Soviet business 
enterprises) in itself would tend to in- 
dicate, however, that Soviet national 
economic planning endeavors to keep in 
touch with the consumer, and _ his 
“education” at bottom operational 
levels. 


2 Basenin et al., op. cit., pp. §7-58. 

% V. Moskvin, “Sovetskaia torgovlia v tret’em godu 
piateletki,” Bol’shevik No. 15 (Moscow, 1948), cited in 
collection No. 2, Narodnoe Khoziaistoo ©SSR (Gos- 
planizdat, Moscow, 1948), p. 434. 
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Preliminary Orders for Supplies 


The preliminary order for commodity 
supplies is another instrument in use to 
attempt to do for the consumer what the 
price mechanism is not free to accom- 
lish on the organized Soviet market. One 
Soviet economist claims that a general 
reinstitution of the prewar practice of 
having preliminary orders agreed upon 
between trade organizations and in- 
dustry is essential if the commodities 
produced are to correspond with what is 
in demand.* As of 1949, preliminary 
orders were expanded in detail to include 
commodity breakdowns. On a number 
of foods, trade organizations now may 
place preliminary orders which even 
specify items within the general com- 
modity groupings. Moreover, the sup- 
pliers who have accepted such orders, at 
least by law if not always in practice, are 
held to the specifications agreed upon.” 


Wholesale Purchase-Sale Contract 


Aside from declarations and prelimi- 
nary orders, which are made use of to 
varying degrees, there are the detailed 
wholesale purchase-sale contracts which 
underlie practically all wholesale com- 
modity movements in trade, in industry, 
and to a large extent throughout most of 
the Soviet economy, except agriculture.” 


Tbid., p. 434. 

% Pavliukov, op. cit., p. 26. 

% Sh. Ia. Turetskii, Vnutripromyshlennoe nakoplenie 
v SSSR (Moscow, 1948), p. 281, and Basenin ef ai., 
op. cit., p. §8. Also Shkundin (op. cit., pp. 103-104, 203), 
indicates that non-contract obligations came into use in 
agriculture when in 1934 the system of government con- 
tracting for supplies of produce was abandoned in favor 
of compulsory deliveries to the State of fixed amounts of 
grain and certain other produce at fixed prices. This 
form of obligation, amounting to a tax in kind, applies 
to collective farms and farmers and to independent 
peasants. State farms, as State enterprises, automati- 
cally come under the more direct obligation to surrender 
all their produce to the State. The non-contract plan 
obligation now also has become the basis for the dis- 
tribution of certain special commodities, such as auto- 
mobiles. The obligation is to sell the commodities in- 
volved directly to the approved and planned purchasers, 


Soviet sources indicate quite freely 
that full use is not made of this contract 
instrument. Too often, they say, whole- 
sale purchase-sale contracts are merely 
formal agreements, not lived up to; and 
in a number of cases the formalities are 
not even gone through with.” 

Based upon the planned functional re- 
lationships between and within the dif- 
ferent branches of the Soviet national 
economy, such contracts are entered 
into with suppliers of decentralized as 
well as of centralized goods. Stores and 
other enterprises, however, sometimes 
are able to make decentralized purchases 
from farms, cooperatives, and other 
local suppliers on a one-time single 
purchase basis, without any contractual 
obligation or other commitments re- 
garding future transactions. 

In Soviet practice, a commercial con- 
tract differs basically from familiar 
usage. The industrial plant, store, or 
other enterprise supplying or receiving 
goods in accordance with plan ordinarily 
is instructed as to what sort of a contract 
it must sign, covering specific time 
periods and specified quantities: of+in- 
dicated commodity groups. Since both 
contracting parties in all cases are 
operating under administrative obliga- 
tions devolving from their role in the 
national economic plan, with perform- 
ance requirements already clearly in- 
dicated, it may seem on first analysis 
that the contract is but an empty form, 
something which could easily be dis- 
pensed with altogether. After all, though 
an enterprise may fail to sign a contract 
it still is bound by administrative obliga- 
tion to buy, sell, or otherwise function 
according to its plan.2® Why not just 


27 Pavliukov, op. cit., pp. 25-26; and D. M. Genkin, 
Velikaia otechestvennaia voina i voprosi grazhdanskogo 
prava, uchenie zapiski, V. I. Iu. N., 3rd edit. (Moscow, 
1944), Pp. 

Turidicheskoe Izdatel’stvo, Grazhdanskoe pravo 
(Moscow, 1944), para. 674, p. 24, based upon orders of 
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have detailed and administrative orders 
dictating exactly what use is to be made 
of each commodity produced? It may 
be pointed out that certain commodities, 
including some consumer goods of par- 
ticular strategic importance in the USSR 
are distributed today on the basis of 
detailed and strict administrative order 
without being instrumented by any 
wholesale purchase-sale contract.?9 . 
During World War II, in the whole- 
sale distribution of commodities con- 
tractual relations were discontinued in 
many cases, in favor of direct and 
thorough-going rationed allocations. 
Where retained, wholesale purchase-sale 
contracts were permitted for no longer 
than the quarterly period.*® Since 1947, 
however, annual wholesale purchase- 
sale contracts again have been in general 
use, supported and supplemented by 
quarterly contracts in those cases where 
a final agreement over the details of 
specific offerings and definite needs can- 
not reasonably be determined a year in 
advance.** The fact that the Soviet 
government reintroduced the commer- 
cial contract after the recent war sug- 
gests that this instrument must serve a 
useful function in periods other than 
those of extreme shortage. In “‘normal” 


Sovnarkom SSSR of Oct 8 and Dec. 5, 1939, in Sobranie 
postanovlenii 1939, No. 58; also Iuridisheskoe Izdatel’- 
stvo, Grazhdanskoe pravo (Moscow, 1944), para 662, p.. 
18, and Shkundin, op. cit., p. 203. 

29 Turodicheskoe Izdatel’stvo Grazhdanskoe pravo 
(Moscow, 1944) para. 677, p. 26, indicates that certain 
scarce and strategic commodities are handled under 
particularly strict and thoroughly centralized govern- 
ment control through State agencies with exclusive 
monopoly rights. Ferrous and non-ferrous metals and 
scrap, for instance, may be supplied and purchased only 
by specifically authorized organizations, whose duty it 
is to accomplish the proper planned priority allocations 
throughout the national economy. If any producer or 
user of such metal finds himself with more of it than his 
approved needs, he may sell his surplus only to “glav- 
metallosbyt,” a monopoly distributing agency of the 
Ministry of Ferrous Metallurgy. 

3° [bid., para. 664, p. 19. 

31 [bid., para. 679, p. 27; and Shkundin, op. cit., p. 143. 


times, with the use of contract obliga- 
tions a flexibility of operation not at- 
tainable under direct allocation is pos- 
sible, for a store or other receiving enter- 
prise may have a number of potential 
suppliers with whom it may contract. 
National planning, while ordinarily per- 
mitting contracting parties some choice 
of “partners”, yet must envisage an 
overall clearing or balance between 
quantities of commodities available for 
wholesale distribution and amounts of 
commodities purchased at wholesale, 
both of which aspects are planned. 

The wholesale purchase-sale contract 
is seen to permit a degree of choice for 
the retailer in obtaining his commodity 
supplies, not in the absence of but in 
conjunction with planning. Though the 
word “contract” may be an inappropri- 
ate designation for that neither inde- 
pendent nor freely assumed obligation, 
the wholesale purchase-sale contract is 
not an empty form, for it is precisely on 
account of its identification with and as- 
similation into national planning that it 
becomes an important instrument of 
functional plan-in-operation. It is in the 
wholesale purchase-sale contract that 
plan obligations are made more specific 
and definite, through the incorporation 
of actual details of execution and also by 
the formal assumption of obligations in 
concrete terms.” 

Breaking a contract is an offense not 
only against the contracting party but 
also against the State, for it involves go- 
ing against obligations assumed under 
the plan.** 

Planners on all levels are continually 
readjusting planned estimates by dis- 
counting contract obligations which have 


8 Turidicheskoe Izdatel’stvo, Grazhdanskoe pravo 
(Moscow, 1944), para. 662, p. 18. 

3 Shkundin, op. cit., pp. 46-47; and Sobranie postanov- 
lenii i rasporiazhenii pravitel’stea SSSR 1938, No. 56, 
article 316, 
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not been met. This is true even on the 
widest national scale where quarterly 
estimates have to be made to arrive at 
the proper “planned balances” between 
the production, distribution, and utiliza- 
tion of both producer goods and con- 
sumer goods.™ 

The wholesaie purchase-sale 
contract commonly in use today calls 
for more local initiative and enterprise on 
the part of the retailer than did the for- 
merly prevalent practice of having cir- 
cumscribed “‘local’’ contracts contingent 
upon “general” contracts already en- 
tered into on higher administrative 
levels.** While direct contracts now are 
negotiated and signed on middle and 
lower working levels and in their own 
right, the amount of independence en- 
joyed by the store or other contracting 
enterprise remains within bounds estab- 
lished by the plan. Though the direct 
contract is an unconditional and inde- 
pendent commodity transaction, as far 
as agreements go, the store or other en- 
terprise still is required to obtain its 
supplies in a manner approved by law 
and administrative order. What the 
store or other enterprise is free to do in 
this respect depends most closely upon 
its finances, which to encourage proper 
plan fulfillment are under close obser- 
vation and control by the Finance 
Ministry and the State Bank. 


An Example: Distribution of Bread 


The all-important product, bread, 
provides an excellent example of how the 
general procedure of centralized planned 
commodity supply operates and how in- 


4 Sobranie postanovienii i rasporiazhenii pravitel stoa 
SSSR 1938, No. 56, article 316. 

% Turidicheskoe izdatel’stvo, Grazhdanskoe pravo 
(Moscow, 1944), para. 672, pp. 23-24. 

% Tbid., para. 672, p. 23-24, para. 671, p. 23; 
Shkundin, op. cit. p. 48 ref. Sobranie zakonov i rasporia- 
zhenii SSSR 1936, No. 3, p. 27; and Lifits, Sovetskaia 
Torgovlia (Moscow, 1948), p. 46. 


dividual commodity characteristics are 
taken into consideration. The trade net- 
works receive their bakery products in 
accordance with an overall planned 
agreement between the Trade Ministry 
USSR and the Ministry of Food In- 
dustry USSR. This basic agreement is 
known as the “basic conditions for sup- 
plying bread and bakery products.”’®? 
Within the framework of this top level 
plan of action, direct contracts are en- 
tered into between the subordinate pro- 
duction “trusts” of the Chief Bread 
Administration “Glavkhleb” and the 
local trade organizations, with active 
participation in drawing up the con- 
tracts by the bakery plants and the 
stores which are to share the working re- 
sponsibility of carrying them out. Upon 
agreement among themselves, particular 
bread and bakery shops are assigned to 
be supplied by certain bread factories 


and bakeries. The line of products: 


carried and quantities to be supplied to 
each trade organization are determined 
by the city or raion (district) Trade De- 
partments together with the production 
“trusts” or with the bread baking 
enterprises. 

Every month the trading organiza- 
tions present their suppliers with a 
breakdown of the bakery products 
needed. This is instrumented with daily 
orders for the goods required for the fol- 
lowing day. All of this, of course, comes 
within the frame of operations covered 
by direct contracts. 

The delivery schedules for bread prod- 
ucts are set up and agreed to by repre- 
sentatives of both the baking and 
trading organizations, subject to the ap- 
proval of the local city or raion Trade 
Departments. It is indicated as desirable 
to have 35—So per cent of the supplies 


37 V, P. Van’kevich and R. K. Montitskii, KA/ebo- 
bulochnye Tovary (Moscow, 1948), p. 54. 


— 


1G || 
t- 
r- 
al 
t. ae 
n 
n 
yr 
of 
y 
e 
4 
“ 
= 


176 


THE JOURNAL OF MARKETING 


delivered at night, so that ample bakery 
products will be on hand when the shops 
open up for business in the morning.** 
When the receipt of non-standard 
bakery products is discovered, the sup- 
plier is notified immediately and if over 
25 per cent of the supply is found to be 
inacceptable, the entire delivery must be 
exchanged within two hours time, or else 
the supplier is subject to a fine equi- 
valent to that assessed for non-delivery. 
If the consignor and consignee cannot 
agree as to what is wrong with the goods 
received, the disagreement is decided by 
the State inspection of Ministry of Food 
Industry, or if none such is locally avail- 
able, it must be decided by a repre- 
sentative of State Sanitary Inspection 
or of the local raion Trade Department.*® 


GOVERNMENT CONTROL OF 
TRADE PRACTICES 


Until recently, it was usual practice 
for the assortment of food goods accept- 
able within commodity groups to be ar- 
ranged on the spot by mutual agreement 
between supplier and purchaser. The 
government’s “‘basic conditions for com- 
modity supply” for 1949 however, pro- 
vided for more strict demands against 
the supplier over assortment of goods, 
quality, packing, delivery periods, small 
quantity shipments, and other items 
covered by the contract. Penalties are 
now more severe over broken contracts 
than formerly.*° Since the fulfillment of a 
State responsibility as well as a business 
obligation is unavoidably involved, mu- 
tual amnesty over a broken contract is 
not valid and fines and penalties must be 
paid according to law, whether or not 


specific provision for such was made in 
the contract.” 


Ibid., pp. 54-55. 

% Tbid., pp. 61-62. 

* Pavliukov, op. cit., p. 26. 

“ Shkundin, op. cit., pp. 46-47. 


As already suggested, the difficulties 
of retail supply are not all attributable 
to the suppliers. For much of the 
trouble the retailers themselves are to 
blame. Some retailers in the past have 
found it convenient to meet their sales 
plans by handling only those commodi- 
ties which caused them the least trouble, 
not bulky, not perishable, and which 
could be sold in large quantities with a 
good profit margin.“ They found it 
easier not to carry a full line of goods. In 
an effort to counteract this character- 
istic of a “seller’s market”, special orders 
and instructions have been issued to re- 
tailers, time periods making available 
bank credits for inventory on hand have 
been carefully differentiated according 
to commodity groups, plan fulfillment 
by the retailer has been made contingent 
upon quality as well as quantity indices 
of performance, and a compulsory line 
of inventory known as the minimum as- 
sortment has been made the law for the 
store. 

Each type of store has its compulsory 
inventory of items which it is required 
to keep in stock at all times, though this 
sometimes proves impossible. At any 
rate, the store manager is held responsi- 
ble for maintaining this minimum as- 
sortment and “must by all means man- 
age to keep his store supplied with the 
necessary commodities.“ When the 
store’s compulsory assortment is incom- 
plete, the missing items sometimes are 
available in adequate quantity in whole- 
sale warehouses.“ In such instances, it is 
evident that the store manager is to 
blame for not showing the necessary ini- 
tiative in obtaining goods. Too often, 
however, the minimum assortment can- 

42 V. Moskvin, “Sovetskaia torgovlia v tret godu 
piateletki” Bolshevik No. 15 (Moscow, 1948), cited in 
collection No. 2, Narodnoe Khoziaistoo S§§R (Gos- 
planizdat, Moscow 1948), p. 436. 


43 Pavliukov, op. cit. pp. 28-29, 
Tbid., p. 34. 
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not be maintained because the goods 
just are not available. One Soviet econo- 
mist suggests, as a remedy, that whole- 
salers too should be required to maintain 
a compulsory minimum of supplies, al- 
ways available to the retailers.” 


Payment for Supplies 


On consummating the obligation of 
wholesale purchase and sale of commodi- 
ties, payment is made only with the con- 
sent of the store or purchasing organiza- 
tion, and is made within the limits of the 
funds planned to be at the disposal of 
that particular enterprise. All transfers 
from the account of the store or pur- 
chasing organization to the account of 
the supplier are done through the State 
Bank. In those instances where direct 
settlement of accounts between eco- 
nomic organizations is permitted, this is 
accomplished only with the consent of 
the State Bank. Advance payment to 
suppliers is not permitted, nor is the 
mutual extension of credit, except in ex- 
ceptional cases indicated by law. Where 
extension of credit and loans is planned 
to meet the needs of an enterprise for 
financing its activities over and above 
funds available on its current account, 
this is consummated by the State Bank 
at specified interest rates and is credited 
to the account of the debtor organization 
or enterprise purchasing the commodi- 
ties.6 The wholesale seller ordinarily is 
paid for his goods and services upon pres- 
entation of his accepted demand for 
payment at the local branch of the bank 
serving his debtor, and is paid with 
funds from the debtor’s current account; 
or upon meeting certain special bank re- 


* Tbid., p. 27. 

Justice Ministry USSR, Grazhdanskoe pravo (op. 
cit.) (Moscow, 1944), para. 996, p. 183; Lifits, Sovetskaia 
torgovlia (Moscow, 1948), p. 46 indicates that from 70 
per cent to 80 per cent of the funds spent by trade for 
its commodity supplies are covered by bank credits. 


quirements, payment may be made from 
the loan accounts of the debtor pur- 
chaser.*? 


Credit Control 


Since 1936, the State Bank has the 
right to extend credit only to those trade 
organizations which: (a) are not in the 
red in their quarterly balance, (b) 
maintain the required share of their own 
funds for purchasing commodity sup- 
plies needed during the quarter, and (c) 
conscientiously pay up their obligations 
to the State Bank.** 


Retailer’s Reluctance to Prosecute 
Supplier 


Tie-in sales, or the practice of forcing 
the purchasing organization or enter- 
prise to take some goods which it does 
not need, is specifically prohibited by 


law.*® The law, however, can make no 


claim to remove the cause, which ap- 
parently is that in the USSR purchasers 
ordinarily are in a poor position to argue 
with their suppliers. 

Disregard of the proper contracted as- 
sortment of goods carries a “‘compul- 
sory” fine to be exacted according to 
contract clause, or if not covered in the 
contract, then in accordance with the 
instructions of State Arbitration, ap- 
proved on August 29, 1939 by the Coun- 
cil of Peoples Commissars USSR. These 
arbitration instructions call for a fine for 
the delivery of the wrong assortments of 
goods, which fine is as severe as it would 
be in the case of no delivery. For de- 
livering too large a quantity of goods, the 
supplier must pay the purchaser a fine 


‘7 Justice Ministry USSR, Grazhdanskoe pravo (op. 
cit. ), paras. 996, 997; P- 183. 

48 Institute of State Law, Academy of Sciences 
Spravochnik Sovetskogo rabotnika (Moscow, 1937), P 
631. 

 Tbid., para. 679, p. 27, and Pavliukov, op. cit., p. 26. 
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amounting to 3 per cent of the costs of 
the “superfluous” goods.*° 

True, the purchaser may refuse to ac- 
cept those goods which are not according 
to the agreed assortment; but here again, 
implicit in these regulations, are the as- 
sumptions of the “‘seller’s market”, that 
the buyer will be glad to accept what he 
gets, will not press for “compulsory” 
fines, will not wish to return “‘super- 
fluous” supplies, or otherwise antagonize 
his suppliers. 

As is usual Soviet practice, when com- 
plaints of almost any sort are formalized, 
an official “‘act” is drawn up. So, in the 
case of contract infringements, this 
special document is prepared by the re- 
tailer or other purchasing agency, ordi- 
narily in the presence of a representative 
from the supplying agency.*! 

Indication of the place for quality 
check-up of goods delivered, and certain 
other conditions surrounding the trans- 
action, when not specified in the whole- 
sale purchase-sale contract, then auto- 
matically come under generally applica- 
ble fixed procedures. These require that 
quality approval of perishable goods be 
accomplished within 24 hours after de- 
livery; and for all other goods, 20 days 
for inter-urban, and Io days for urban 
deliveries. Also, if not otherwise in- 
dicated in the contract, the place for 
quality checkup on goods subject to 
inter-urban movement is at the pur- 

50 Justice Ministry USSR, Grazhdanskoe pravo (op. 
cit.), para. 680, p. 27. 

51 Tbid., para. 689, p. 30 and E. G. Pen’kov, Per- 
vichnyi uchet vo magazine (Moscow 1948), p. 28 indicate 
that when the supplier’s representative cannot be 
present or if he fails to agree with the purchasing 
agency on the statements of the “‘act,” then a repre- 
sentative of State “experts” or the appropriate com- 
modity specialist from the branch of industry concerned 
ordinarily is required to participate. If no such govern- 
ment specialist is available on the spot, then arrange- 
ments may be made to use the services of the local 
government “raion” (district) Trade Department or 


other competent representative of an impartial or- 
ganization. 


chaser’s warehouse, and for goods 
moving within the city at the supplier’s 
warehouse or storage depot. 

If there are faults with the goods 
which can be detected only through use, 
however, an “act” must be drawn up 
within five days of discovery, though not 
later than three months from the day 
that the goods for retail supply (or other 
purpose) arrived at the railroad station 
or other shipment point of destination. 
Further, the producer-supplier is to as- 
sume full responsibility for goods covered 
by use guarantee. 

By law, the purchasing organization 
or enterprise must exact from the sup- 
plier of sub-standard quality goods the 
price paid for them, plus expenses for 
returning the goods, plus a fine amount- 
ing to 10 per cent of the price, unless 
other fines and penalties are indicated in 
the contract.* 

Whether placed against the supplier 
or the transporting agency, claims are 
made direct by the store (or other re- 
ceiving enterprise) or else by the next 
higher organization, depending upon 
which entered into the contract. In 
drawing up claims, they should be made 
in terms of specific infringements of con- 
tract conditions. If the contract does not 
cover the specific grievances, then the 
“fnstructions” of State Arbitration are 
followed, together with supplementary 
Trade Ministry orders, in the case of 


8 Justice Ministry USSR, Grazhdanskoe pravo (op. 
cit.), para. 689 p. 30; and E. G. Pen’kov Pervichnyi 
uchet 0 magazine (Moscow 1948), p. 28. 

53 Justice Ministry USSR, Grazhdanskoe pravo (op. 
cit.), para. 688 p. 30 ref., “instructions” of State 
Arbitration, Council of Peoples Commissars USSR, 
“On the procedure and times for presenting claims on 
the delivery of commodities of inappropriate quality 
by one State, cooperative or public organization to 
another,” approved by Council of Peoples Commissars 
USSR, Aug. 29, 1939, in Sobranie postanovlenii SSSR 
1939, No. 51, item 427. 

% Justice Ministry USSR, Grazhdanskoe pravo (op. 
cit.), para. 690, p. 31. 
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retail supply. Claims must be fully 
supported by documents covering re- 
ceipt, imepection, and acceptance of the 
goods.*® 

While the Trade Ministry has its 
specific and supplementary requirements 
for documentation of purchase-sale 
transactions in trade directly pertinent 
to retail supply, it is the USSR Finance 
Ministry which establishes the standard 
documentation procedures applicable to 
all organizations and enterprises which 
conduct business within the USSR. 
Regulation No. 60 of that Ministry, of 
January 25, 1946, requires that all 
business transactions between organiza- 
tions and enterprises be properly docu- 
mented in requisite detail, in terms of 
quantities as well as prices, indicating 
precise responsibilities, with signatures 
affixed and all other essential procedures 
carefully observed.*” 

Sub-standard perishable goods are 
used for scrap where they are received, if 
they have any value as such.** Standards 
are established for various commodities 
by the All-Union Standards Committee. 
These standards are compulsory 
throughout all branches of the USSR 
economy.®® Quality of goods is checked 


% Pen’kov, op. cit., pp. 21-22, 36, indicates that State 
Arbitration “instructions” applicable are contained in 
order No. 1306 of Aug. 29, 1939; refers also to Trade 
Commissariat (now Ministry) USSR orders No. 236 of 
Aug. 27, 1942 and No. 288 of June 28, 1943 and of 
Trade Ministry USSR, No. 135 of March 3, 1948, re- 
garding rules of store operation. 

5 Pen’kov. op. cit., pp. 21-22, 36. 

Tbid., p. 17. 

58 Justice Ministry USSR, Grazhdanskoe pravo (op. 
cit.), para. 690, p. 31. 

5 Tbid., para. 686, p. 29. See order of Soviet of 
Peoples Commissars USSR, Aug. 23, 1940, in Sobranie 
Postanovlenii USSR 1940, No. 22, item 545, and order 
of Oct. 3, 1940 in No. 27 item 639. Many commodities 
have standards established by the various industrial 
Administrations or by the All-Union United Consumer 
Cooperatives. See V. P. Van’kevich and R. K. Montit- 
skii, op. cit., p. 28. 


against detailed specifications or against 
samples.®° 

Goods below the quality specified in 
the contract, or indicated in the sup- 
plier’s waybill, however, need not neces- 
sarily be sub-standard. If the goods re- 
ceived are approved according to the 
specifications required for some lower 
grade price list, the purchaser is per- 
mitted to accept them, in which case he 
must re-price these goods according to 
their proper quality standards, and must 
exact from the supplier a fine equal to 
200 per cent of the difference between 
the price of the goods ordered and those 
of lower grade received. If the purchaser 
refuses the lower quality goods, the same 
fine is exacted but not in excess of 50 
per cent of their costs of production.™ 

On discovery by a retail store or other 
enterprise that a commodity received is 
incomplete or lacks certain parts, pay- 


ment is refused (or if already made, a re- . 


turn of payment is demanded) and the 
supplier must pay a fine amounting to 
100 per cent of the cost of the missing 
parts, unless contract terms call for a 
heavier fine. By court action or official 
arbitration this fine may be increased up 
to 25 per cent of the price of the complete 
commodity indicated in the bill, if such 
commodity is shown to be useless with- 
out the missing part or parts. As might 
be expected, the supplier is instructed to 
make good the order and expedite ship- 
ments of the missing parts at his own 
expense. 

If the retail store or other purchasing 
enterprise does not wish to accept late 
delivery of goods from a supplier, notice 
must be given before shipment is made.® 
If delayed goods are not refused within 
the time period allowed, they then must 


% Tbid., para. 686, p. 29. 
Thid., para. 690, p. 31. 
® Jbid., para. 691, p. 32. 
83 Tbid., para. 701, p. 35, and para. 705, pp. 35-36. 
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be accepted during the remainder of the 
plan period (usually the year). The sup- 
plier, however, must pay the fines which 
accrue over such delays. 

Actual delivery of retail commodity 
supplies to a store may be undertaken 
either by the supplier, by the transporta- 
tion facilities of the store’s own higher 
organization, by transportation at the 
disposal of the individual stores, or by 
hired facilities.“* Whether the supplier or 
the purchaser pays for the various trans- 
portation service involved varies ac- 
cordir2 to arrangements agreed upon by 
the parties concerned.® 


CONCLUSION 


In his efforts to obtain supplies and 
run his business, the Soviet retailer is 
confronted with a barrage of restrictions, 
appeals, pressures, warnings, and con- 
trols such as those indicated in the pre- 
ceeding pages. These are exerted through 
various channels: bank, administration, 
Party, union, and other instruments of 
official policy. On the other hand, he is 
up against the material limitations of a 
market which typically is in short sup- 
ply. Where this represents a conflict, as 
is not infrequently the case, the retailer 
may decide in favor of a little rule break- 
ing, finagling, chiselling, and humoring 
of his suppliers in order to make both 
ends meet and to keep “‘out of the red.” 
It is lax and irregular conduct of this 
kind which gives rise to official counter- 
measures and special supplementary 
rules such as those indicated above, in- 
sisting that fines due be collected, that 
tie-in agreements of sale not be made, 
that substandard goods not be accepted, 
and that violators of supply procedure 
be duly prosecuted. 


 Basenin ef al., op. cit., p. 61. 
% Justice Ministry USSR, Grazhdanskoe pravo (op. 
cit.), para. 697, p. 33; and Pen’kov, op. cit., p. 20. 


This practice of establishing added 
rules, to observe orders, to enforce regu- 
lations, can be an endless chain of in- 
action, unless: (1) there is the material 
and physical possibility for the retailer 
to do what is demanded (if not expected) 
of him, and (2) unless he feels such action 
to be in his best interest. 

Even presupposing the best of inten- 
tions, the Soviet retailer sometimes 
finds that shortages of goods are such 
that he cannot perform as required. 
When commodities are in critically 
short supply, this may partly be due to 
faulty principles of wholesaling. Though 
Soviet sources claim that the function 
of wholesaling finally gained recognition 
in the USSR in the thirties, there is 
reason to believe that such recognition 
is still far from what is needed.® In 
1948, it was still stressed that “the 
policy of the Party in regard to com- 
modity movement during all stages of 
Socialist construction has been directed 
toward a real decrease in the number of 
stages from production to the consumer, 
toward speeding up commodity turn- 
over, making the movement of commod- 
ities less expensive.’’®7 

Another author indicates a somewhat 
conflicting official aim, to have whole- 
salers supplied at all times with all the 
basic commodities which the retailer 
might need.*® 

The idea that efficient and inexpensive 
trade can be carried on with a minimum 
of commodity reserves in channels of 
distribution, and yet have the retailer 
able to find adequate supplies at all 
times, seems much like an ambition to 


® D. I. Gogol’, “Sovetskaia torgovlia v gody Stalin- 
skikh piateletok” in collection of articles Sovetskaia 
torgovlia za 30 let, ed. M. M. Lifits (Moscow, 1947), 
Ppp. IoI-102. 

87 B. I. Gogol’, Sovetskaia torgoolia i ee rol’ 0 narodnom 
khoziaistoe (Moscow, 1948), p. 60. 

$8 Pavliukov, op. cit., p. 27. 
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“have your cake and eat it too.” It 
would be difficult to estimate to what 
extent Marxian theory has influenced 
the development of Soviet trade distribu- 
tion in this respect. The harsh words of 
Marx about “‘middlemen speculators” 
are still often quoted today.®® 

The whole idea of making rules and 
regulations requiring a business to do 
those things it should presumably want 
to do in the normal course of its opera- 
tions may sound foolish. If the motiva- 
tion is lacking, however, and the Soviet 
retailer finds he can do business easier 
and even more profitably by disregard- 
ing the limits of the pattern of action 
prepared for him, then supplementary 
rules to enforce rules, though not chang- 
ing basic economic relationships, may 


6 M. M. Lifits, Sovetskaia torgovlia (Moscow, 1948), 
pp. 58-59, cites K. Marx and F. Engels, Collected Works 
vol. III, pp. 274-275: “Just think, through how many 
hands each product must go before it gets into the hands 
of the actual consumer—just think, of how many 
speculating and unnecessary middlemen are located be- 
tween the producers and the consumers... and all 
of these millions of middlemen speculators, agents, 
commission agents, expeditors, wholesalers and retail 
traders, who themselves do not take part in producing a 
commodity, they all want to live and get a profit on it, 
and—usually they actually get it, since otherwise they 
could not exist.” 


nevertheless be sufficiently persuasive 
to get the retailer to act as required. 

This brings us to the conclusion that 
the conditions of retail supply, and the 
other functions of retailing as well, 
could be greatly improved if it were not 
planned that the demand for consumer 
goods always have a slight preponder- 
ance over supply. In other words, if 
there were a closer planned approxima- 
tion to a true market equilibrium then 
the symptoms of “supplier’s market” 
and shortage of supply relative to de- 
mand would not be present to cause 
undue “featherbedding” of suppliers, 
together with neglect of consumer pref- 
erences for quality, variety, and service. 
It is likely, however, that the currently 
characteristic disequilibrium in the mar- 
ket for consumer goods will continue, 
for until far greater quantities of con- 
sumer goods are produced in the USSR 
than at present the importance to the 
nation of getting all available commodi- 
ties into use without delay presumably 
will continue to outweigh the attending 
inconveniences, disruptions, and inef- 
ficiences caused by an over-active de- 
mand throughout the distribution sys- 
tem. 
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SELECTING SAMPLING METHODS IN 
COMMERCIAL RESEARCH 


PETER G. PETERSON anp WILLIAM F. O’DELL 
Market Facts, Incorporated 


INTRODUCTION 


ucH has been written about the 

probability sample and its ad- 
vantages over the judgment or quota 
sample. Few will deny its value as a tool 
for accurate measurement. 

At the same time, the quota sample 
is still used extensively in market sur- 
veys. And not by the quota adherents 
alone. Quite the contrary, there are 
some firms using the area-probability 
method on some studies and the quota 
method on others. Apparently, there are 
situations in which the marketing re- 
search practitioner feels each is desirable. 

Since this choice of alternative sam- 
pling methods may have a crucial effect 
on the survey findings, one would expect 
this problem to have received full dis- 
cussion. This is hardly the case. While 
recent articles on sampling have ad- 
mitted that a quota sample may be 
desirable in a particular circumstance, 
the specific issues and circumstances in- 
volved have received only surface treat- 
ment. 

Perhaps this is to be expected. Per- 
sons engaged in government or quasi- 
public research have to a large extent 
been responsible not only for the de- 
velopments in probability sampling, but 
for their exposition as well. Whatever 
the similarities between government re- 
search and commercial research, there 
is also much that is different in the origin, 
nature, and scope of the two types of 
research. Perhaps some of these dif- 
ferences explain the lack of fuller treat- 
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ment on this very practical problem of 
specific criteria in the selection of quota 
versus probability samples: 

1. Kind of work done by government. 
In governmental work, accuracy has 
been much emphasized. Estimates are 
being made in which it is essential to 
have a high degree of accuracy with 
measurable risks of error. Equally rigor- 
ous standards are often not needed in 
commercial research. 

2. Financial resources available. While 
total cost is certainly not unlimited in 
government surveys,! the total budget 
is usually more generous than for most 
studies in commercial research. In gov- 
ernment surveys, decisions are often 
made in terms of this area sampling 
design or that one, rather than in terms 
of a probability sample or a judgment 
sample. In commercial research, funds 
are often so limited that it may be a 
judgment sample or nothing at all. 

3. Repetitive nature of some of the 
government research. A great deal of 
precedent and experience is available 
that is invaluable in designing efficient 
samples. Unfortunately, much commer- 
cial research is of the “‘one shot” vari- 
ety. 

It is the objective of this article to 
discuss factors considered in actual 
commercial research practice in answer- 
ing the perplexing question: Which 
sampling method shall I use for this 

1QOn the contrary, economy is very much a factor. 
Government samplers probably make more efficient 


use of their resources than do many commercial re- 
searchers. 


4 
Th 
— 
stu 
— ity 
ju 
el 
ch 
fr 
al 
re 
st 
tl 
i! 
a 
v 
t 
t 
| 


THE JOURNAL OF MARKETING 


183 


study—the quota or the area-probabil- 
ity method ?? 


AREA PROBABILITY AND JUDGMENT 
SAMPLING—SOME DEFINITIONS 


At this point it is worthwhile to take 
a moment to discuss these two terms— 
judgment and area-probability sample. 

In area-probability sampling, each 
element in the population has a known 
chance of coming into the sample. In a 
judgment sample, this is not true. To 
this extent, the judgment sample departs 
from the theoretical model from which 
all mathematical statements of sampling 
reliability are derived. 

Likewise, probability and judgment 
sampling can be distinguished from the 
standpoint of their implementation in 
the field. In probability sampling, the 
interviewer calls on designated elements. 
A judgment or quota sample usually 
allows the interviewer to select the specific 
cases for interview within certain con- 
trols or modes of stratification, although 
this is not an essential feature. 

The practical consequences of these 
distinctions are important: 


1. Bias— 
a. The probability sample will yield an 
estimate that is unbiased or nearly 
unbiased. 


? This dichotomy is admittedly an oversimplification 
of the alternatives available. There are almost unlimited 
variations of probability samples, depending upon the 
size of the sampling unit, the clustering, etc. Thus, with 
limited resources, one could design a probability sample 
with a few large clusters. There are also designs that 
contain both probability and judgment elements. 

This oversimplification is required, however, if the dis- 
cussion is to center around general issues. Any treatment 
of the specific design to be used is completely outside 
the scope of this article. For a detailed and necessarily 
technical discussion of probability sampling designs, 
see W. G. Cochran, Sample Survey Techniques, Mimeo- 
graphed, North Carolina State College, 1948; W. E. 
Deming, Some Theory of Sampling (New York: John 
Wiley & Sons, Inc., 1950); Frank Yates, Sampling 
Methods For Censuses and Surveys (London: Griffin and 
Company, Ltd., 1949). 


b. In the judgment sample, risk of 
sample bias is always present. And 
we usually have no way of knowing, 
even approximately, how large the 
bias will be. 

2. Measurement of reliability— 

a. Probability sampling designs provide 
estimates of accuracy from the in- 
formation contained in the sample 
itself. 

b. One cannot evaluate the reliability 
of a judgment sample except in 
artificial situations. 

3. Cost— 

It will usually cost less to obtain a 

given number of interviews with a 

typical judgment sample. 


It is this tug-of-war between technical 
considerations of accuracy and the desir- 
ability of measuring accuracy on the one 
hand, and cost factors on the other, that 
lies at the heart of our problem. 


OBJECTIVES IN SELECTING 
SAMPLING TECHNIQUES 


With this brief descriptive statement 
of the two basic methods, it seems a 
logical first step to define one’s objec- 
tives in selecting sampling techniques in 
actual practice. These objectives, while 
the same in principle, differ slightly in 
emphasis in the following two practical 
situations: 

Case One. The sum of money available is 
given. Here, the objective might be stated: 
“How can the study be designed so that 
the expenditure of this given sum of 
money will yield maximum reliability?” 

Case Two. The desired degree of reliability is 
specified. The objective in this case is: 
“How can the study be designed so as to 
obtain this reliability at minimum cost?” 


In either case, it is clear that the cen- 
tral problem is one of relating accuracy 
to cost. At all times, then, it is a question 
not of accuracy alone, but of the cost 
of obtaining that accuracy. 

Now we must examine the factors 
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that are considered in the attempt to 
attain these objectives. This will lead 
us to some of the important issues in- 
volved in the decision to use a judg- 
ment sample or a probability sample. 

In general, these might be called 
“Theoretical Issues” and, for lack of a 
better name, “Practical Issues.’ 


“THEORETICAL IssuES”’ 
Use of the Data 


Probably the most important “theo- 
retical issue” is the question of how 
the data will be used. In considering 
this factor, what one should do is to 
visualize the final report and the u/ti- 
mate use to be made of the findings. 


1. How much accuracy is needed? 


To secure an answer to this question, 
one must first examine the importance of 
the decisions to be based upon the find- 
ings. Put another way, how serious are 
the consequences of a wrong decision? 

Generally speaking, the more impor- 
tant the problem, the greater the need 
for an unbiased sample with measurable 
sampling error; in other words, a prob- 
ability sample. On the other hand, if it 
appears that the findings relate to a 
decision of secondary importance, a 
judgment sample may be justified. 

Let us take a case in point. In certain 
studies management may want the 
findings for “general informational” 
purposes; no pressing decisions are to be 
made. In extreme cases, management 
may want a survey “just to be making 
a survey’—perhaps as a reason for post- 
poning action on some important prob- 
lem. Where this is true, it would be hard 
to justify anything but a judgment sam- 
ple. 

3 By making this distinction, we do not mean to imply 
that there is a real, logical difference. Respectable 


theory always considers “practical issues,” and is in 
fact basically concerned with practical issues. 


It all comes back to what the informa- 
tion is “‘worth” to management. 

Through a searching analysis of the 
background of a proposed study—how 
the need for the study developed, the 
decisions to be based upon the findings, 
the dangers of less precise findings—one 
must finally make some statement of the 
required accuracy. 

The greater the need for a high degree 
of accuracy, the greater the need for a 
probability sample.* Where an analysis 
of how the findings are to be used in- 
dicates they need not be precise, a 
judgment sample may be quite ade- 
quate. 

Let us take two examples: 

a. In a beer study conducted recently, 
one important objective was an accurate 
measurement of brand position. The 
word “accurate” is emphasized because 
past studies conducted on a judgment 
sampling basis were quite conflicting. 
In other words, the client was in the 
rather frustrating position of not know- 
ing whether his “beer was at the top or 
bottom of the barrel.’’ An area sample 
was used. 

b. In another study, a _ packaged- 
goods liquor store operator was inter- 
ested in finding out what the factors 
were that caused customers to go into 
his establishment and, conversely, why 
they went elsewhere. He admitted that 
he knew very little about these factors. 
A rough ranking of their importance 
would be perfectly sufficient for his 
needs. It would seem hard to justify a 
refined and expensive sampling tech- 
nique for this study. While a fairly objec- 


4 This is not strictly true in all cases. While the ac- 
curacy of a judgment sample cannot be measured in 
most surveys, a judgment sample may be more accurate 
in certain instances, especially where a very small 
sample is used. See Earl E. Houseman, “Design of 
Samples For Surveys,” Agricultural Economic Research, 
Vol. 1, No. 1, January, 1949, pp. 6-7. 
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tive sampling method was used, prob- 
ability sampling was not employed. 


2. An important special consideration is 
the need for what we might call a 
projectable total. 


Thus, an analysis of how the data are 
going to be used may indicate that it is 
not only necessary to estimate propor- 
tions, percentage distributions or other 
average characteristics, but to estimate 
totals or aggregates as well. Obviously, 
averages per unit are not sufficient here. 
It is also necessary to have a reliable 
estimate of how many such units appear 
in the universe. 

For example, let us say that we are 
concerned with estimating total candy 
consumption in a given city. It will be of 
little value to know that each candy 
consumer eats an average of 3.4 pounds 
per month, if our estimate of the total 
number of candy consumers is unreliable. 

An area sample, properly constructed, 
will yield reliable estimates of both 
averages per unit and the total number 
of such units. On the other hand, a 
quota or judgment sample can at best 
yield only reliable averages. Knowledge 
of the size of certain populations is as- 
sumed. 

In certain instances, census or other 
independent estimates are sufficient for 
making projections in conjunction with 
sample data on averages or percentages. 
But in many cases such figures are not 
available. 

For an example on this point, let us 
turn to a study of livestock marketing 
methods conducted recently for the 
Union Stock Yard and Transit Com- 
pany of Chicago. It was necessary to 
obtain accurate estimates of total live- 
stock shipments to various competitive 
markets. The client already had these 


data for his own particular market. 


To this extent, his confidence in the 


entire survey would depend on the agree- 
ment of the sample estimates with 
known shipments to the Chicago Stock 
Yards. 

To get an accurate estimate of the 
total number of cattle and hogs shipped 
to the various markets, it was necessary 
to know not only average shipments per 
producer, but also the total number of 
hog and cattle producers in the survey 
area during the preceding year. Data on 
the number of producers were not avail- 
able. Thus, one important factor in the 
use of an area sample in this study was 
this need for an independent estimate of 
a total. 


Non-sampling Components of Survey Er- 
ror 


A second basic theoretical issue in the 
selection of sample techniques is that of 
the non-sampling components of total 


error—for example, the effects of in-- 


terviewer expectations, respondent-in- 
terviewer interaction, the respondent’s 
frame of reference, and a host of other 
non-sampling problems.® Practical in- 
terest in accuracy extends not only to 
freedom from sampling errors but from 
these non-sampling errors as well. 

Thus, in a practical situation, there 
are many alternative allocations of avail- 
able funds between the sample, question- 
naire design, pre-testing, field instruc- 
tions, etc. Ideally, what we would like 
to have is a “cost curve” for each of 
these various phases of the total job 
that would tell us how much it would 
cost to reduce these different compo- 
nents of error by varying amounts. 


5 A discussion of-sources of non-sampling error is 
outside the scope of this article. For some excellent 
comment on these types of bias, see: Herbert Hyman, 
“Problems in the Collection of Opinion-Research 
Data,” American Journal of Sociology, Jan. 1950, Vol. 
LV, No. 4, pp. 362-370: and Quinn McNemar, “Opinion 
Attitude Methodology,” Psychological Bulletin, July, 
1946, Vol. 43, No. 4, pp. 289-374. 
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In real practice, however, this is quite 
impractical since it would be extremely 
difficult to locate the sources and meas- 
ure the sizes of these non-sampling 
errors, let alone draw a cost curve for 
them. 

Powerful tools are available for de- 
termining optimum allocation of sam- 
pling resources (where “optimum” refers 
to the reduction of sampling errors 
rather than the non-sampling errors of 
the kind we have just mentioned). With 
these tools, one might find it convenient 
to think of the sample design as if it 
existed in a vacuum. It is clear that this 
is not so. 

In substance, no mathematical ap- 
proach is available for an assault on 
non-sampling errors comparable to the 
one possible on sampling errors. Judg- 
ment is necessary on the decision of how 
the total budget should be allocated on 
sample design versus the many non- 
sampling alternatives. 

For example, one may feel that a 
given questionnaire is an extremely 
difficult one, and that there is a danger 
of serious error if training and super- 
vision of interviewers is not given major 
emphasis. Where this is true, a higher 
portion of total funds may be spent 
on questionnaire design, pre-testing, and 
field instruction, and less on the sam- 
pling phase. 

This is emphasized since it is not at all 
unusual for someone to specify that 
1,000 interviews should be conducted in 
such and such a fashion before having 
an appreciation of these many non- 
sampling errors that are forever present. 
In this case, perhaps 500 interviews with 
the added money spent on field training 
and supervision will yield results that 
are more reliable. 4fter all, reducing 
total error and not just sampling error 
is the real objective. 

When considering the non-sampling 


errors, certainly we must examine the sus- 
pected total size of these errors. Let us 
say that the interviewing situation is one 
in which we believe that the findings are 
subject to a large but unknown error, 
When selecting sampling techniques in 
this type of situation, one is confronted 
with the possibility of diminishing re- 
turns. Specifically, a probability sample 
may yield results that are statistically 
unbiased, and which have a small sam- 
pling error. But what of the source of 
error in the interview situation? 

If a probability sample will at best 
eliminate a source of error accounting 
for only ten per cent of total error, one 
must then answer the question whether 
the slight additional gain is worth what 
it costs. Should we not economize on 
sampling costs by using a judgment 
sample, and employing the extra funds 
to obtain better interviewing? 

When considering non-sampling er- 
rors, one must also pursue the relation- 
ship between the available field person- 
nel—their location and quality—and 
decisions on sampling. One might reject 
a sample that is statistically more eff- 
cient if its implementation would require 
the use of interviewers that are not so 
well trained, which is sometimes the 
case when a probability sample is drawn 
for a specific study. This is another il- 
lustration of the concept that the reduc- 
tion of total error, and not just sampling 
error, is the crucial point. 


Assumed Nature of the Population 


A judgment sample is often used when 
it is assumed that the characteristic 
under study is either “randomly dis- 
tributed” or “homogeneously distrib- 
uted” in the universe. 

In either case, the idea is that a judg- 
ment sampling method will achieve 
“effective randomization.” This comes 
about when the probability of an ele- 
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ment appearing in the sample is inde- 
pendent of the characteristic of the 
element. More simply, the interviewer 
cannot help but select a_ probability 


sample, even when no special attempt is — 


made to obtain one. 

1. Let us take the first case, where the 
characteristic is assumed to be randomly 
distributed. One need only visualize a 
barrel of marbles so thoroughly mixed up 
that taking the top layer will yield a 
representative sample. 

This is the assumption that is often 
made in taste tests. Perhaps an even 
better example would be a small study 
recently conducted to determine which 
of two permanent wave types felt softer, 
more curly, more natural, etc. A judg- 
ment sample was used because it was 
assumed that how the hair felt was 
something quite independent of any 
characteristics of the women; in other 
words, the attribute being measured was 
randomized in the universe. 

2. In the second general case, where the 
universe or a stratum is assumed to be 
homogenous with respect to whatever is 
being measured, a judgment sample 
may also be completely, adequate. This 
is the case since it is again assumed that 
the interviewer cannot help but select 
a representative sample. 

Closely related to this concept is one’s 
knowledge about correlations that exist 
between certain factors (geographical 
region, color, income, etc.) and the 
characteristics under study. If this cor- 
relation is high enough, it is theoretically 
possible to stratify the universe into 
strata that are sufficiently homogenous 
to eliminate the bias introduced by in- 
terviewer selection of respondents. There 
is little evidence, however, that this 
possibility is ever completely realized 
in practice. In any event, the assumed 
presence of close relationships between 
certain factors and the dependent vari- 


able makes it more likely that a judg- 
ment sample will be used. 

There is a certain circularity in this 
reasoning. To find out if a given charac- 


teristic is randomly distributed, a prob-— 


ability sample would be required. Yet, 
who is going to use a probability sample 
in order to find out if it is all right to use 
a judgment sample? 

In practice, however, one is constantly 
faced with the pressure of cost. And if he 
has information about the population 
which he thinks will enable him to save 
costs, he does not necessarily turn his 
back on judgment. Where he has a 
great degree of confidence in his assump- 
tion that the universe or specified strata 
are distributed in one of the two ways 
mentioned previously, he may often use 
a judgment sample. He realizes he is 
taking a risk, but he may not feel that 
the cost of eliminating that risk (by 


using a probability sample) is justified. 


3. One’s assumptions or knowledge 
about the nature of the geographical 
variation of the characteristic under 
study is another extremely important 
point. Let us say that the sampler has 
reason to believe that his universe is 
characterized by a substantial amount of 
“between variance.” With the financial 
resources available, he may be able to 
design a probability sample with a few 
large clusters or a quota sample using a 
significantly greater number of inter- 
viewing points. He may choose the quota 
sample here—feeling that the sampling 
advantage of dispersion (and reduced vari- 
ance) outweighs the disadvantage of possi- 
ble bias. 


PrRactTICAL IssuEs 


Aside from the many “theoretical” 
issues that have now been discussed, 
there are some “practical” issues that 
are often dominant in determining 
sample design. These are called “‘prac- 
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tical” because decisions on sampling 
design are made on the basis of these 
factors that would not have been made 
on the basis of the “theoretical” con- 
siderations alone. 


The Time Factor 


Probably one of the most prevalent of 
these practical considerations is that of 
the time factor. It is not at all unusual 
for a client to say, “I’ve got to have the 
final report on this study in two weeks. A 
decision must be made at that time.” 

Now, a consideration of the various 
theoretical issues mentioned above may 
indicate that a probability sample should 
be used. But, since it may take two weeks 
to set up such a sample, a probability 
sample may not be practical and some 
form of judgment sample must be used 
instead. 

A purist may scream at the thought 
of such a compromise. But such a com- 
promise can be justified. After all, 
management is going to make the deci- 
sion anyway. As a practical matter, 
then, the real question is one of a judg- 
ment sample which is at least carefully 
controlled to include various segments of 
the population, versus “management’s 
judgment sample”—a judgment sample 
of the crudest variety; namely, a sample 
necessarily composed of aquaintances, 
wives, and neighbors’ wives. 


Size of Sample 


A second practical consideration that 
sometimes affects the selection of sam- 
pling techniques is what we might call 
“It’s the number that counts” sampling 
theory. The core of this theory seems 
to be that the number of interviews 
(regardless of the design of the sample) 
is the main, if not the only, criterion of 
the accuracy of research findings. Thus, 
unless a certain number of interviews, 
say 500, are made, the findings are not 


reliable and the marketing manager 
will not feel confident in basing decisions 
on them. 

When one is confronted with this 
particular theory of sampling, what he 
tries to do first, of course, is to indicate 
the importance of the many other fac- 
tors that affect accuracy. If this is un- 
successful, he is again faced with this 
fundamental problem: a given amount 
of money is available; the study might 
be designed more efficiently if fewer in- 
terviews were taken according to a prob- 
ability design. Yet, appreciating that 
this number would not be considered 
sufficient, the less accurate quota sample 
with more interviews would be taken. 
To repeat, this quota sample will be 
substantially better than the other prac- 
tical alternative: the crude judgment 
sample of the decision maker’s aquaint- 
ances. 

It should be clear that “theoretical” 
and “practical” issues do, and should, 
play an important role in the decision 
to use a specific sampling method on a 
given study. 


TRENDS IN SAMPLE DESIGN 


The problem of sample selection as 
outlined above may only be a temporary 
one. Two developments are discernible 
that may make it less necessary to com- 
promise in the future between considera- 
tions of sampling accuracy and cost. 


1. “Objective” Fudgment Samples 


The typical judgment sample contains 
subjective elements at several stages of 
its design and implementation. It is per- 
haps these subjective elements that are 
at the source of much of the insidious bias 
that one fears when using a judgment 
sample. 

Recent developments in more “ob- 
jective” judgment samples are to be wel- 
comed. For example, interviewer selec- 
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tion of respondents is a subjective ele- 
ment that is found in most judgment 
samples. Recently, several more or less 
mechanical rules for selection have been 
suggested and used.® 


2. Less Expensive Probability Samples 


Within a few years it is conceivable 
that probability samples will be designed 
that cost little more to implement than 
the judgment samples of today. Even 
now, there are types of probability 
samples that are far less costly than 
many would suspect. 

The development and use of inexpen- 
sive probability samples (even if slight 
departures from the theoretical model 
are necessary) should be encouraged to 
the fullest extent. It is a much needed 
step if commercial research is to benefit 
from the use of probability samples. 


SUMMARY 


1. There is no “best” sampling meth- 
od. The cursory examination of the 
problem of selecting sampling methods 
presented in this article has indicated 
the complexity of some of the issues in- 
volved. It is a real problem and not one 
to be dismissed as lightly as is too often 
the case in market surveys. 

2. Any tendency to view the sampling 
problem in terms of sampling error alone 


6 A privately circulated manuscript, written by Harry 
V. Roberts and James Lorie of the University of 
Chicago, contains reference to some objective methods 
used in conjunction with judgment samples. 


is bound to result in inefficient allocation 
of the research dollar. A sample that is 
least efficient from a statistical stand- 
point may be most efficient from a 
survey standpoint—if the additional 
money allocated to the other phases of 
the survey operation reduces total error 
to a greater extent. And this may often 
be the case. 

3. The research practitioner who in- 
sists on a probability sample in every 
market survey may be guilty of mis- 
directing his company’s resources. Often, 
a less costly quota sample may meet the 
accuracy specifications. At other times, 
the information may not be worth what 
it would cost to obtain through the use 
of a probability method. 

4. The overwhelming presence of sud- 
jective elements in the decision to use 
alternative sample designs should be 
sufficient cause in itself for additional 


research on the problem of survey error. 


To make the perfect sampling choice 
would require detailed knowledge of 
these survey errors—both sampling and 
non-sampling. It is unlikely that this 
ideal will ever be attained. However, 
even limited evidence would be a step 
in the right direction. 

Furthermore, and very important, the 
publication of specific information re- 
garding variations encountered in the 
actual use of various sample designs is 
also much needed. As it is now, the com- 
mercial sampler is often forced to rely 
upon unimpressive generalizations in de- 
signing his sample. 
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Marketing Notes 


FURTHER COMMENTS ON BIGNESS AND THE 
REGULATION OF MARKETING 


Epiror’s Norte: This paper was presented before the 
Golden Jubilee Commerce Conference at Madison, 
Wisconsin, on May to, 1950. Mr. Edwards indicated 
that it is not a statement of the official views of the 
Federal Trade Commission, but his personal views. 


HE purpose of this discussion is to 
a problem rather than to offer 
a ready-made solution for it. It is not a 
new problem, but one aspect of an old 
one—the concentration of economic 
power as it relates to the marketing 
process. This matter is of special con- 
cern to those of us, both in government 
and outside government, who dislike 
and look with suspicion upon the pro- 
gressive extension of public control 
over marketing. I shall not discuss the 
questions whether or not concentration 
necessarily develops into monopoly, or 
whether it injures or helps the consumer, 
or whether it should or should not be 
regarded as inherently objectionable. 
My question is a narrower one—whether 
business freedom from broad public 
control over the marketing process can 
be preserved without limiting the con- 
centration of economic power. 

The point upon which practically all 
Americans agree in a discussion of busi- 
ness or marketing is that uncontrolled 
private monopoly cannot be tolerated. 
This philosophy has been expressed in 
our anti-trust laws for sixty years and 
has had its roots in common law for a 
period several times as long. We have 
made exceptions to the rule of competi- 
tion but we have coupled them with 
regulations designed to protect the public 
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interest. Most of us desire to keep both 
the exceptions and the regulations to a 
minimum. 

When any monopoly problem arises 
there are two ways in which government 
can cope with it. The first is to destroy 
the power of monopoly and thereby 
enable all interested parties—suppliers, 
competitors, and customers—to protect 
themselves without further government 
intervention. The second is to control 
the activities of those who have monop- 
oly power, so that the power may not 
be unfairly used to the detriment of 
suppliers, competitors, or customers. 
The further the government can go in 
preventing the accumulation of monop- 
oly power in a few hands, the less far 
it needs to go in regulating the way power 
shall be used. The more fully and suc- 
cessfully the government may regulate 
monopoly power so as to prevent its 
abuse, the less is the need to dissipate 
the power itself. The two courses of 
action are substitutes for each other, 
although it is quite possible to use both 
simultaneously in attacking a single 
problem. 


Two Kinds of Monopoly 


From the beginning the American 
anti-trust laws have recognized two dif- 
ferent types of monopoly power. One 
arises through restrictive agreements 
among businessmen which give them 
collectively more power in the market 
than they could exercise separately. 
This type of power is relatively easy to 


7 
by 
go 
th 
co 
pa 
be 
| br 
pr 
$0 
| pe 
ta 
ok 
fit 
ok 
de 
th 
ti 
ct 
is 
la 
| in 
le 
0! 
P 
ic 
tl 
0 
v 
n 
‘ 
a 
; 


THE JOURNAL OF MARKETING 


191 


cope with, because it can be dissipated 
by breaking up the agreement without 
governmental intervention to control 
the separate policies and activities of 
the parties. The other type of power 
consists in exercise of authority by a 
particular business enterprise. It can 
be reduced only through measures that 
break up the enterprise or deprive it of 
properties, patent rights, or other re- 
sources or advantages from which the 
power is derived. The difficulty in at- 
tacking this second type of power is 
obviously greater than in attacking the 
first. Moreover, the need for caution is 
obviously greater, since there is need to 
destroy the monopoly without impairing 
the productive efficiency of the proper- 
ties which it has controlled. An inex- 
pertly wielded scalpel might not only 
cut out the cancer but also sever nerves 
or blood vessels necessary to the sur- 
vival of a healthy business organism. It 
is not surprising that the substantive 
law of monopoly is less fully worked out 
in the United States than the substantive 
law of conspiracy, and that enforcement 
of the law has been less ambitious against 
powerful single enterprises than against 
powerful conspiracies. 

Foreign commentators upon the Amer- 
ican anti-trust laws often emphasize 
this contrast. They frequently express 
surprise at the vigor and thoroughness 
of our attack upon the conspiracies 
which they call cartels, but they com- 
monly point out that large business units 
have accumulated power in the United 
States at least as rapidly as elsewhere 
in the world. They assert that many 
an American large enterprise has the 
same policies and the same purposes as 
a European cartel. Indeed, like some 
American observers, they suggest that 
the thoroughness with which we repress 
cartels is partly responsible for the 
growth of our big business units, and 


that we have developed one type of 
monopoly in dodging another. 

It is not part of my purpose here to 
evaluate these contentions nor to de- 
termine how much, if any, of big busi- 
ness in the United States possesses types 
of monopoly power that are, or should 
be, subject to dissolution proceedings 
under our anti-trust laws. Whether or 
not it is monopolistic, and whether or not 
it is inherently objectionable, a com- 
munity of large business enterprises 
has developed in the United States. In 
1947, 113 great manufacturing corpora- 
tions, each with assets of more than 
$100,000,000, possessed, in the aggregate, 
46 per cent of the capital assets of all 
manufacturing enterprise. Production of 
more than half of an industry’s output 
by three or four large enterprises has 
become a characteristic American in- 
dustrial pattern. In various important 


lines of consumer goods a few mass - 


distributors have become the channels 
through which a large part of the total 
supply reaches the ultimate consumer; 
and in particular localities and regions 
their proportionate place in distribution 
is substantially higher than in the nation 
as a whole. 


Degrees of Monopoly Power 


In such a pattern there is obviously a 
pervasive difference of power and op- 
portunity between the large corporations 
and their smaller competitors. When 
the large concerns buy from, or sell to, 
small corporations or individual persons, 
there is a similar pervasive difference of 
power and opportunity between buyer 
and seller. These differences have come 
to be so well understood that some of 
their more common manifestations have 
acquired names by which they are famil- 
iarly known in economic discussion. Ad- 
vantage over one’s competitors is recog- 
nized in such terms as “price leadership,” 
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and “independent business” as dis- 
tinguished from business that is not 
independent. Advantage over one’s sup- 
pliers or customers is recognized in such 
terms as “administered prices” or “price 
policies.” In many industries buyers and 
sellers alike know who will take the 
initiative in changing a price; which 
enterprises will incorporate terms of sale 
or purchase in a printed contract form 
that those with whom they deal will 
find it necessary to accept; which con- 
cerns will demand and which will grant 
exclusive or preferential trading priv- 
ileges. In these and countless other 
ways, the American business community 
recognizes where the power lies and ac- 
commodates itself to that power. 

There are, of course, many gradations 
of power, from that which is clearly 
monopolistic to that which is never re- 
garded as monopolistic—indeed, to 
power which is barely perceptible, so 
that its existence is subject to consider- 
able dispute. There are also wide dif- 
ferences in the way power is used, from 
the arbitrary decision to destroy a com- 
petitor or a customer to the generous 
policy of protecting him against his own 
weakness. Important as these differences 
are to those immediately concerned or to 
public officials who must make decisions 
in particular cases, such differences need 
not delay us here. The United States has 
defined monopoly in terms appropriate 
to the identification of extremes of dis- 
parity in bargaining power, which we are 
sure it is in the public interest to destroy. 
Lesser disparities in bargaining power 
create a problem, whether or not we 
extend the definition of monopoly to 
cover them. From an over-all point of 
view, it is obvious that wherever there 
are wide disparities of power there will 
be those who use power to their own 
advantage and to the detriment of 
others. From the time when men first 


began to think about their life in com- 
munities, it has been a political axiom 
that power is accompanied by abuse of 
power. 


Legislation against Abuse of Power 


During the last 35 years public policy 
toward marketing has been increasingly 
shaped by this concept of abuse of power 
and by the effort to prevent such abuse. 
In 1914 the Clayton Act and the FTC 
Act were designed to cope not with 
monopoly but with monopolistic prac- 
tices, and not with such practices after 
they were fully grown but, so far as 
possible, in their incipiency. 

The policy of the Clayton Act was to 
attack business activities which had the 
effect of substantially lessening competi- 
tion or tending toward monopoly. The 
statute identified two types of practice 
which might be used to build a structure 
of monopoly, namely: the interlocking of 
directorates among competitors and the 
acquisition of the stock of competitors. 
It also identified two types of practice 
that a would-be monopolist might use 
to weaken or destroy other enterprises, 
namely, price discriminations and ex- 
clusive dealing arrangements. 

The FTC Act broadly forbade all 
unfair methods of competition. It was 
designed to cover any type of abuse of 
power which might adversely affect 
the competitive process. In 1938 it was 
enlarged still further to cover unfair acts 
and practices whether or not they were 
methods of competition. Thus, all ques- 
tion was removed as to its coverage of 
abuses of power directed against con- 
sumers as distinguished from competi- 
tors. 

The 1930’s saw a wide extension of the 
effort to control business practices by 
legislation. The problem at which legisla- 
tion was directed was primarily that of 
the power of the great corporate chain 
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distributing enterprises as compared 
with their smaller competitors. One line 
of attack took form in the so-called un- 
fair practice acts, which sought to limit 
price reductions by the chains through 
the establishment of minimum prices in 
distribution at a specified mark-up above 
purchase cost. Another line of attack 
took form in the so-called fair trade laws, 
which sought to prevent any reseller of 
identified merchandise from selling below 
the price specified in a private contract 
between the owner of the brand and some 
other reseller. A third line of attack took 
form in an “atmrendment of the Clayton 
Act designed to strengthen and extend 
the part of that statute which forbids 
price discriminations that reduce com- 
petition. 

These are only the more important 
and successful of the legislative proposals 
and enactments that have been con- 
cerned with business practices during the 
last generation. 

In describing these different laws as 
efforts to curb business practices that 
are thought to be abuses of power, I do 
not wish to be understood as suggesting 
that they are all equally good or bad. 
I personally testified against the resale 
price maintenance laws before the Tem- 
porary National Economic Committee, 
and the FTC has twice published eco- 
nomic reports in opposition to resale 
price maintenance. Conversely, those of 
us who participate in the administration 
of the FTC Act and the Clayton Act 
have indicated by undertaking our jobs 
that we believe that these statutes are 
broadly beneficial. In certain respects, 
however, all regulations of business 
practice, whether individually good or 
bad, are expressions of the same forces 
and give rise to the same problems. It is 
this aspect of the matter that concerns 
me here. 

The growth of this kind of legislation 


must be regarded as the inevitable corol- 
lary of the concentration of economic 
power ina political democracy. Wherever 
there is abuse of power there will be 
complaint. By its very nature power that 
can be abused is exercised by few, and 
power that is abused gives rise to com- 
plaint from many. Moreover, wherever 
there is power, even though it may not 
be abused, persons who suffer what they 
believe to be undeserved misfortune 
are likely to attribute it to the policies 
of the powerful and are likely to demand 
relief from the effects of those policies. 
Thus disparities of power lead to clamor 
for legislation. It is probable that a gov- 
ernment controlled by the electorate will 
respond sooner or later to such clamor. 
It is no accident that retail trade or- 
ganizations, backed by thousands of 
small businessmen, succeeded in amend- 
ing the law of price discrimination for 
the avowed purpose of restricting the use 
of power by the great corporate chains. 
It is no accident that, with the same 
announced purpose, some of these or- 
ganizations succeeded in persuading 
many State legislatures to enact laws 
establishing resale price maintenance 
and outlawing sales below cost. Neither 
is it an accident that the legislation was 
passed during and immediately after 
the greatest depression in our history, 
in which many small independent busi- 
nessmen went bankrupt and the rest 
suffered severely. Politically the cor- 
porate chains bore the brunt not only 
of their abuses of power but also of the 
mere possession of power and of relative 
financial strength and stability in a 
period when distributors generally were 
very conscious of their own weakness. 
The laws against price discrimination 
seem to me to provide a fair illustration 
of the problems which arise in the effort 
to curb abuses of power by regulation of 
business practice. For this reason, and 
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also because I am more familiar with 
these laws than with some of the others, 
I shall deal primarily with the impact of 
the Robinson-Patman Act. I believe, 
however, that my observations have 
general application to this whole class of 
laws. 


Forces Broadening the Scope of Regulation 


Once a law regulating business practice 
is on the books, the same forces that 
created it generate a continuous pres- 
sure to broaden the sweep of its applica- 
tion. Commercial buyers who know that 
their competitors are able to buy at 
better prices hasten to complain. Com- 
mercial buyers who see their competitors 
selling at better prices make the as- 
sumption that the low sale price reflects 
a low buying price, and therefore com- 
plain of price discrimination even though 
they have no direct knowledge that buy- 
ing prices are different. Commercial 
buyers who experience inequality of 
treatment, as compared with their rivals, 
complain that it amounts to a discrim- 
ination in price. Commercial buyers who 
are treated by a seller in a way they find 
inconvenient make the assumption that 
others are treated better, and thus inter- 
pret the inconvenience as a discrimina- 
tion. The enforcement agency is con- 
stantly urged to examine all phases of 
marketing practice in substantially every 
field in which powerful buyers compete 
against buyers less powerful. Lack of 
zeal in applying the law would create a 
storm of protest. Ambitious applications 
of it are praised. 

The flexibility of business practice 
which is available to a large and powerful 
corporation constitutes a second influ- 
ence toward an ambitious interpretation 
of the law. Great companies, advised by 
able attorneys, are relatively unlikely 
to discriminate in price with flagrant 
illegality. They have available, however, 


the expert advice of lawyers and market- 
ing specialists in working out ways of 
exercising their power which they be. 
lieve have a good chance of being re- 
garded as lawful. 

Let one example suffice. Some of the 
great oil companies act as intermediaries 
in the distribution of tires between tire 
manufacturers and filling stations. These 
filling stations are also actual or poten- 
tial customers of independent tire dealers 
who perform a wholesale function. An 
oil company which buys the tires and 
resells them to filling stations must face 
the question whether or not its purchase 
price, as compared with the purchase 
price of the independent tire wholesaler, 
constitutes receipt of an unlawful dis- 
crimination. Certain oil companies, how- 
ever, do not buy the tires, but instead 
receive a sales commission from the tire 
manufacturer, in return for which they 
encourage their filling stations to buy 
the manufacturer’s tires direct from him. 
It is asserted by attorneys for these com- 
panies that, when the oil company buys 
no tires, its commission, however large, 
cannot be an unlawful discrimination. 
Whether or not the arrangement is 
lawful, there can be no question that a 
preferential commission, like a_pref- 
erential wholesale discount, may be 
used to transfer the tire business of the 
filling stations from the independent 
tire merchant to other channels. It is 
also obvious that a commission may 
serve as readily as a discount to enhance 
the profit of a powerful concern at the 
expense of others less powerful. 

Any administrative agency concerned 
to apply the policy of the law is con- 
fronted with manifold devices expressing 
similar purposes and having similar 
economic effects. If enforcement is not 
to become meaningless, the interpreta- 
tion of the statute must be comprehen- 
sive enough to accomplish something 
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more than a mere change in the form of a 
business practice. 

Thus the very resourcefulness and 
flexibility of large enterprise encourages 
an ever broadening interpretation of 
regulatory statutes. In some instances 
the administrative agency and the courts 
find it possible, in the way traditional 
under the common law, to apply the 
statute to new developments in business 
practice by progressive extension of the 
precedents set in previous cases. Where 
this process proves insufficient, periodic 
amendment of the law by the legislative 
body is likely to accomplish somewhat 
the same end, as in the case of the 
amendment of the price discrimination 
provisions of the Clayton Act by the 
Robinson-Patman Act. 

Regulations of business practice must 
be applied not only to new business 
methods but also to matters that differ 
in degree of significance. A good illustra- 
tion is to be found in the test of injury 
to competition that has been developing 
under the Robinson-Patman Act. The 
original concept of price discrimination, 
worked out in the early monopoly cases 
under the Sherman Act, had to do with 
price cutting by a powerful enterprise 
with the purpose and effect of destroying 
less powerful competitors or disciplining 
those competitors to such a point that 
they became ready to acquiesce in the 
business decisions of the powerful con- 
cern. The law of price discrimination 
incorporated in the Clayton Act in 1914 
was apparently intended to have broader 
scope than this; but the test of the il- 
legality of discrimination under this 
law was still the effect of the discrimina- 
tion upon the existence of competi- 
tion in the market as a whole. Thus, in 
the Goodyear case, the FTC charged 
that price discrimination by Goodyear 
on behalf of Sears-Roebuck was substan- 
tially and significantly reducing the 


number of independent dealers and their 
share of the market. An avowed purpose 
of the Robinson-Patman Act was to 
extend the test of damage to competition 
so that lesser degrees of injury would 
be covered. The FTC and the courts 
have been interpreting the meaning 
of the policy of Congress as declared in 
this new statute. In the Morton Salt 
case the Supreme Court found that a 
substantial difference in price upon one 
item out of the many carried by whole- 
sale grocers produced a substantial effect 
upon the relative opportunity of these 
grocers to sell this item, and that, in 
consequence, the discrimination injured 
competition within the meaning of the 
statute. Under this ruling, a discrimina- 
tion may be unlawful even if its effects 
are so limited that they do not greatly 
alter the aggregate profits of the various 
enterprises concerned and do not in any 
way jeopardize the continued business 
existence of any of these enterprises. I 
have heard this conception of injury to 
competition characterized as far-fetched. 
Yet, in view of the fact that a large 
buyer who is powerful enough to obtain 
a price concession on one item that he 
distributes is likely to be powerful 
enough to obtain similar concessions on 
other items, it seems obvious that a con- 
ception of injury less sweeping than this 
would expose small distributors to dis- 
criminations that, in the aggregate, 
would be decisive, though, when con- 
sidered singly, these discriminations 
might be too unimportant to be pro- 
hibited by the law. 

Problems such as this are common in 
the regulation of business practice. As a 
principle of regulation becomes ac- 
climatized in the law, efforts to make it 
effective give it an increasing breadth. 

The development of this kind of regu- 
lation necessarily circumscribes the free- 
dom of powerful business enterprises to 
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use their opportunities and adapt them- 
selves to their environment in what 
seems to them to be the most convenient 
and profitable way. This point could be 
illustrated from the concept of injury 
in the salt case, to which I have just re- 
ferred, for it is obvious that, when the 
idea of injury is so narrow, a concern 
selling to a large number of distributors 
may readily find itself in violation of the 
law unless it quotes a uniform price to all 
or varies its price only in close relation- 
ship to variations in its cost. 

An even more striking example, how- 
ever, is to be found in the problem of 
meeting competition in good faith, to 
which a great deal of attention has been 
paid during the last year or two. Spokes- 
men for small business organizations 
have insisted vehemently and persua- 
sively that the powerful mass distributor 
can put pressure upon each of a series of 
small suppliers, so that each small con- 
cern stands ready to quote the mass dis- 
tributor an unusually low price because 
others are doing so and will get the busi- 
ness if he does not do so likewise. In 
practice, these small businessmen argue, 
the law cannot identify the seller who 
first makes the concession, and even if 
this identification were possible the sup- 
ply from the other sellers would be 
sufficient to give the mass distributor a 
decisive advantage. Therefore, it is 
argued, price discriminations that injure 
competition must be prohibited even 
when the seller makes them in good 
faith to meet the equally low price of 
a competitor, and failure to prohibit such 
discriminations is the equivalent of free- 
dom for the mass distributor to benefit 
from price discrimination without stint. 
Spokesmen for manufacturers, large and 
small, have argued with equal vehemence 
that no seller can compete vigorously if 
whenever he meets a competitor’s price 
he must take the risk that he is violating 


the law because of injury to some cus- 
tomer who is not a party to the transac- 
tion; that no seller can afford to en- 
counter lower prices with his hands 
legally tied; that the right to meet a 
competitor’s low price is the essence of 
competition; and that in any event there 
can seldom be any significant injury to 
a distributor from the fact that his sup- 
plier quotes a lower price to a rival 
if that lower price was already available 
to that rival. Wherever the public inter- 
est lies in this controversy, it is clear 
that the maximum protection of buyers 
against abuse of power would be achieved 
by denying the seller’s right to injure 
competition among distributors by meet- 
ing a competitor’s prices in good faith, 
and that if the lawshould grant this meas- 
ure of protection the liberty of sellers 
to make what seem to them desirable 
business decisions would be substantially 
restricted. 

Thus far I have discussed the law of 
price discrimination as though the limits 
which it imposes upon marketing prac- 
tice apply only to the marketing ac- 
tivities of large business enterprises. 
This, of course, is not the case. When the 
concept of discrimination is broadened, 
when the concept of injury to competi- 
tion is narrowed, and when the law as to 
whether or not competition may be met 
in good faith is defined, the legal prin- 
ciples that are established govern the 
conduct of all business, both large and 
small. Abuses of power are curbed by 
placing limits upon the business discre- 
tion of both the powerful and the weak. 
It is not accidental but inevitable that 
a broad rule against price discrimination, 
such as that of the present statute, 
modifies the business practice of count- 
less relatively small enterprises. One 
of the embarrassments in the enforce- 
ment of this law is the fact that from 
time to time the FTC encounters an 


‘ 
| 
= 


THE JOURNAL OF MARKETING 


197 


industry in which a discriminatory prac- 
tice is so prevalent that to proceed im- 
partially against all violators would re- 
quire scores of cases and necessitate a 
disproportionately heavy drain upon the 
Commission’s limited resources for law 
enforcement. 


The Problem of Size of Firm 


Nevertheless, the tendency of the reg- 
ulation of business practices is toward 
establishment of rules that bear more 
restrictively upon large enterprises than 
upon small enterprises. In part, this 
result is a natural consequence of the 
fact that overt violation of the law by the 
large enterprise is more obvious, creates 
more complaint, and thus is more likely 
to be curbed by legal proceedings than 
similar violation by an obscure concern. 
In large part, however, the especially 
restricted status that is given to the 
large enterprise is inherent in the ap- 
plicable legal concepts. Laws like those 
against price discrimination or exclusive 
dealing contracts do not forbid all such 
practices. They forbid only practices 
which have an adverse effect upon com- 
petition. Identical discriminations, or 
identical contracts for exclusive dealing, 
may have quite different effects, ac- 
cording to the size and power of the en- 
terprises involved. If a farmer peddles a 
truck-load of farm produce across a 
state line and discriminates in the price 
which he charges two grocery stores 
located in the same town, the effect in 
the market may be so slight as to be 
negligible even under the present broad 
concept of injury to competition. If the 
Atlantic Commission Company makes 
the same discrimination in its far-flung 
sales of a large volume of produce, the 
effect upon competition may be sub- 
stantial. Though the test under the stat- 
ute is the effect on competition rather 
than the size of either seller or buyer, 


size and effect are so interdependent that 
the practices of the big are inevitably 
more restricted by law than those of the 
small. 

As the interpretation of all parts of the 
anti-trust laws has come to emphasize 
effect in the market, this characteristic 
of the regulation of business practices 
has penetrated even into the older law 
of monopoly. When the Anti-trust Divi- 
sion charges that there is monopoly or an 
attempt to create monopoly under the 
Sherman Act, the courts are willing to 
give weight to evidence of price discrimi- 
nation, exclusive dealing, preclusive buy- 
ing, preferential purchase contracts, and 
similar practices among large enter- 
prises when they would give no such 
weight to like practices on the part of 
small enterprises. Moreover, in decrees 
under the Sherman Act the courts have 
been willing to break up vertical integra- 
tion on the ground that it has monop- 
olistic effects in the case of large enter- 
prises though they would apply no such 
doctrine to smaller concerns. The test in 
these cases is monopoly—not bigness. 
But bigness and monopoly are found to 
be so interconnected as to change the 
significance of business practices and 
convert practices that would otherwise 
be innocent into monopolistic practices 
because of the size of the concern which 
uses them. 

The point of these illustrations may be 
summarized very simply. Where there 
are substantial differences in bargaining 
power, the effort to protect the weak im- 
poses special restrictions upon the large 
and powerful and imposes an increase of 
restrictions upon everyone. What a busi- 
ness enterprise shall do in the market 
becomes an increasing problem for the 
lawyer as well as the marketing expert. 
Curtailment of business discretion is 
seldom intended by anyone. Neverthe- 
less, it cannot be avoided unless the 
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basic social duty to protect the weak 
against the strong is abandoned. There 
appears to be a close connection between 
the degree of difference in bargaining 
power and the degree to which business 
discretion is circumscribed. Increase in 
the concentration of economic power is 
paid for by a decrease in the freedom of 
business from government control. 


Conclusion 


This brings me directly to the problem 
that I wish to emphasize. Businessmen 
have been understandably restive under 
the aggregate effect of the extension of 
controls over marketing, even though 
most of these controls have been the out- 
growth of pressures for protection by 
business groups. One constantly hears 
the statement that it is the tendency of 
government to put business in the 
straight-jacket. Yet businessmen have 
been the architects of the concentration 
of economic power which creates the 
stimulus and need for controls of busi- 
ness practice. Businessmen are the first 
to criticize any suggestion that govern- 
ment should seek more vigorously to 
prevent such concentration. 

We can reject either line of policy but 
not both. Which way do we prefer to 


have it? Should it be the foremost pur- 
pose of government to prevent dispari- 
ties in bargaining power so great that 
business men cannot protect themselves? 
Success in such a policy would make it 
possible to hold the regulation of busi- 
ness practices down to a minimum, but 
the pursuit of such a policy would re- 
quire an all-out effort to limit, and in 
many cases to reverse, the concentration 
of economic power. Shall it, instead, be 
the foremost policy of government to see 
to it that business practice is not op- 
pressive? Success in such a policy would 
minimize the need for attack upon con- 
centration. It would entail, however, ac- 
ceptance of a progressively tighter legal 
regulation of the market. Should we, as 
at present, follow each line of policy 
partially? If so, in practice we must still 
determine the relative emphasis to be 
given to the two policies. 

If American business has a clear 
choice in the matter, its wishes are likely 
to be taken very seriously. But first it is 
necessary for business to make up its 
mind. 

Corwin D. Epwarps 
Federal Trade Commission 
Washington, D. C. 


DOES MARKETING RESEARCH KNOW ITS OWN MARKET ?* 


EFORE attempting to answer the 
B question posed in the title it is vital 
to have a clear understanding of the pre- 
cise meaning of the terms. For the pur- 
poses of this discussion at any rate, 
marketing research will be considered as 
the sum total of the knowledge, tech- 
niques, and facilities which this relatively 
new profession can bring to bear on the 


* Speech before the Marketing Research Group, 
American Marketing Association, New York, April 12, 
1950. 


full range of marketing problems. The 
market for these services far exceeds to- 
day’s very limited list of large users such 
as General Foods, Standard Brands, 
General Motors, or Standard Oil; mar- 
keting research services are as badly 
needed by the hundreds of thousands of 
smaller companies who represent the 
bulk of American business. 

With these definitions in mind, the 
question initially posed can be answered 
without hesitation: marketing research 
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does not know its market. The large 
majority of management who represent 
its potential market have xot been sold 
on marketing research; much too often 
for comfort they not only feel no need 
for it but hardly know just what it does, 
are not at all sure they would know what 
to do with it if they had it. 

The blunt statement clearly calls for 
documentation. The best way to do so is 
to point out the four chief reasons for the 
failure of marketing research to reach its 
market. These reasons themselves repre- 
sent the four most important short- 
comings of marketing research today 
and therefore may suggest some of the 
avenues along which remedies and solu- 
tions to this problem may be found: 

1. Marketing research has largely con- 
centrated its efforts on a relatively small 
segment of its market. Vast areas as de- 
termined by potential rather than cur- 
rent usefulness remain largely neglected, 
even though they represent far more 
direct and immediately rewarding appli- 
cations. This closely resembles the sales 
strategy of a hypothetical appliance 
store which attempts desperately and at 
all costs to sell every last tenant in one 
building while practically ignoring the 
huge potential and far more accessible 
market available elsewhere in all the 
other buildings of its neighborhood. 

2. The scientific and pseudo-scientific 
mumbo-jumbo in almost every thing that 
is written and said on the subject has— 
far from helping the status of the mar- 
keting research profession—served to 
scare away the overwhelming majority 
of businessmen who represent its poten- 
tial market. In a way, this practice 
follows the shenanigans of the medicine 
man of older days instead of the en- 
lightened way in which the medical pro- 
fession currently attempts to combat 
such scourges as cancer and heart 
disease. 


3. Its horse and buggy production 
methods have kept marketing research al- 
most completely on a custom-built basis 
with no more hope to reach the mass 
market than an automobile manu- 
facturer would have attempting to cater 
exclusively on a job order basis to in- 
dividual customer’s needs, preferences, 
and desires. 

4. Marketing research is constantly 
violating most known principles of sound 
integrated selling. With some notable ex- 
ceptions both as to personnel and as to 
area, marketing researchers seem to 
know little and care less about how their 
work fits in with the using companies’ or 
industries’ positions, plans, problems, or 
prospects; yet they are amazed at the 
abuse and plain lack of use which their 
product experiences at the hands of 
management. 

An amplification of this brief four- 
point indictment will bring out the posi- 
tive constructive aspects of the criticism 
it contains. 


Huge Potential Unexplored 


The first criticism concerned the al- 
most fanatical concentration of so much 
marketing research on a few areas, and 
the almost complete neglect of wide seg- 
ments of business problems and prac- 
tices. Maybe it was inevitable, on the 
basis of the nature of our economy and 
the competitive selling practices of ad- 
vertising media, that advertising has 
come to occupy such an overwhelming 
position in the marketing research field. 
Nevertheless, the fact remains that a 
large, almost overwhelming, share of 
marketing research is currently devoted 
to advertising. 

This might be considered all right—if 
marketing research were an abstract 
science. But it means to be and it should 
be highly practical, and it is vital, there- 
fore, that it be viewed from the other 


_ 


200 


THE FOURNAL OF MARKETING 


side of the table where management sits 
as the potential user. Taking the typical 
case of the average company, the total 
of all its advertising represents but a 
small fraction not only of total operating 
costs but even of the expenses devoted to 
selling and marketing. Would it not seem 
almost inevitable that management 
would get a completely mistaken notion 
both as to what marketing research is 
and what it can potentially contribute 
to the volume and profitability of its 
business? 

Based on day-to-day work with 
clients, here are some of the most com- 
mon problems and questions on which 
marketing research in most cases has 
failed to provide even the most elemen- 
tary answers; this despite the fact that 
potentially it is well equipped to furnish 
both reliable and detailed guidance. 

Price setting—a problem which can 
make or break any company and which 
deserves special consideration at a time 
of extreme price consciousness on the 
part of consumers and a particularly in- 
tense tug-of-war between trade and in- 
dustry on respective margins. Even as 
general and widespread a question as 
what prices have the greatest pulling 
power—93¢ vs. 98¢ vs. $1.00 vs. $1.02, 
for example—has never been fully and 
satisfactorily answered. There have been 
a few surveys by individual organiza- 
tions here and there, but they have al- 
most never been inclusive enough nor be- 
come widely enough known to eliminate 
or reduce the amount of guesswork in- 
volved in selecting a specific price. This, 
quite apart from the fact that the con- 
suming public’s ideas and reactions to 
individual prices have apparently under- 
gone considerable change during these 
past few years of rapid inflation and then 
mild deflation. Is it still true, for in- 
stance, that a 9¢ price looks attractive 
even though our basic coin has, for all 


practical purposes, shifted from a nickel 
to a dime? Does a price of I9¢ retain 
superiority over a quarter, which has be- 
come standard on so many items? 

At the level of specific products, this gap 
in information becomes even more pro- 
nounced. Within the last two years there 
was a considerable stir and a great deal 
of favorable response from the industries 
affected when retail experimentation and 
a very modest amount of research in- 
dicated certain levels at which consumers 
were willing to resume mass buying of 
such every-day items as food and cloth- 
ing of various descriptions. In other 
words, figures on just how much the in- 
dividual consumer expected to spend for 
a housedress, a pair of slacks, men’s dress 
shirts, child’s overalls. Yet, this was 
nothing more than a very superficial 
stab at a much larger problem. Take 
sheets and pillow cases, for instance, 
with their wide range of fabrics, thread 
counts, finishes, trims, and finally colors. 
A tremendously valuable contribution 
could be made to the planning, produc- 
tion, and selling of every sheet and pil- 
low case producer and dealer in the 
country by exploring the relative valua- 
tion placed on every one of these dis- 
tinctive features by the ultimate con- 
sumer. Specifically, is hem-stitching 
worth 20-odd cents extra in the eyes of 
the market? How great is the difference 
in price which the average consumer 
feels justified and prepared to pay for a 
percale over a muslin sheet? What, if 
any, premium is the consumer ready to 
spend for a higher count, finer combed 
sheet? Literally, millions of dollars could 
be saved by industry, trade, and con- 
sumers if positive guides were available 
to determine the answers scientifically 
rather than on the basis of individual 
unplanned and unreliable experimenta- 
tion. 

Wild scrambling of distribution chan- 
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nels has characterized most of this post- 
war period and has created a host of new 
problems and difficulties. Yet most 
sales executives and general manage- 
ment have had to rely largely on guess- 
work and their own hunches in setting 
policy. I do not know of any good work 
having been done on such questions as 
what effect it has on regular-store sales 
of radios or hose or books when these 
items are offered through drug stores and 
other mass outlets. I do not know of a 
good source of information on the rela- 
tive merits of saturation merchandising 
of a household item such as wax as 
against the alternative of selective dis- 
tribution. Nor do we really know how 
much product knowledge, understand- 
ing, creative or suggestive selling, etc., 
we can anticipate from the typical store, 
one type of store against another, one 
section of the country against another. 
This, despite the fact that the answers 
to these questions might have a very 
profound effect on the way the mer- 
chandise is manufactured, packaged, 
labelled, advertised, and serviced. 
Salesmen’s operations are another huge 
area of management ignorance which 
marketing research would be very well 
equipped to remedy and yet has done 
very little about. Everything from the 
selection of the proper man to the best 
method of compensating him, his rout- 
ing, his sales presentation, the type and 
quality of service he renders to his ac- 
counts, all of these represent major cost 
elements to every company. On all of 
them cost figures are being increasingly 
relied upon to provide some firm guid- 
ance for management decisions. And al- 
though at least equally valuable, the 
guidance which could be provided by 
marketing research is largely missing. 
This enumeration of areas of selling 
and marketing in which the marketing 
research profession has not even begun 


to tap its potential market could be con- 
tinued almost indefinitely. Without the 
slightest desire to detract from the 
amount of research now being done in 
advertising media and effectiveness, it 
must be respectfully suggested that the 
most dramatic success stories of market- 
ing research over the next few years will 
be written in these now neglected areas 
of management concern. 


Failure of Communication 


In criticizing the almost unintelligible 
way in which so much marketing re- 
search material is being written and 
spoken today, complete absolution must, 
of course, be granted to the presentation 
of the final result. There, all the ingenu- 
ity and imagination of commercial 


artists and public relations men is being - 


put to work. The final conclusions or rec- 
ommendations, especially where they 
are concerned with advertising, are of- 
fered in the form of pretty little pictures, 
attractive graphs, foot-high words of one 
syllable. But that just is not enough. 

The businessman who is expected to 
believe and put to use these ultimate 
findings must at least have a basic grasp 
of how the research people have arrived 
at their findings. He must have some 
understanding of the basic techniques, 
possibilities, and limitations of the whole 
process. And it is precisely in this area 
that scientific and pseudo-scientific pre- 
tense raises its ugly head. 

It is easy to sympathize with the dif- 
ficulties which marketing research ex- 
periences on this point at this relatively 
young stage in its development. Going 
back some 50 or more years, economic 
tract after tract was written in language 
even those of the profession would have 
difficulty to follow today. In sharp con- 
trast are today’s many highly specialized 
and yet still completely sound and ac- 
curate discussions published on intricate 
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economic subjects. In making this transi- 
tion, and explaining to their audience 
not only their final conclusions but also 
the reasoning and workings which led to 
them, economists have, far from losing 
professional status, actually won far 
wider acceptance than they ever enjoyed 
before among businessmen, politicians, 
and the public at large. 

Surely the minimum requirement for 
wider acceptance of the marketing re- 
search profession and its products would 
seem to lie in at least acquainting the 
business audience with its basic prob- 
lems and techniques; in putting them in 
a position to make at least a superficial 
judgment on the validity and limitations 
of a particular set of research findings; 
and, finally, of being able to distinguish 
and appreciate the difference between a 
good solid job and a slipshod tailored-to- 
price affair. Everybody in marketing re- 
search would stand to gain not only in 
greater acceptance but also in better ap- 
preciation of quality, and a greater will- 
ingness to pay for quality than is shown 
today even among many of those who 
are willing to experiment with marketing 
research studies. 


High-Cost Production 


This leads right into the third point of 
the initial statement—the horse and 
buggy production methods which are the 
rule rather than the exception in market- 
ing research today. Even without a 
boring recital of typical cost figures on 
some of the projects recently undertaken 
on behalf of industrial giants, it is 
abundantly clear that practically with- 
out exception the amounts involved in 
any one of these projects are many times 
over what the average company could 
conceivably afford to spend on one spe- 
cific project of this kind. Add to that the 
fact that for adequate management 
guidance the average company would 


require recurring information annually 
on a wide range of marketing problems 
and it becomes quite easy to understand 
how the typical business executive will 
throw his hands up in despair and simply 
take it for granted that even if he did 
want it, even if he could understand and 
use it, marketing research simply is be- 
yond the reach of his company. 

The informed critical layman appreci- 
ates the fact that sound research cannot 
be turned out at bargain prices, that 
here as well as everywhere else you get 
what you pay for. His quarrel is not 
with rates or overhead charges, but 
rather with the fundamental approach 
which the marketing research profession 
has largely followed, in sharp contrast 
to the very industries whom it is trying 
to serve. The secret behind the tre- 
mendous efficiency and low cost of our 
physical production lies, of course, in the 
fact that it has concentrated its effort on 
finding the common denominator of 
interests and desires of thousands or 
millions of potential users, and has tried 
to fill those needs with one set of facili- 
ties operated in a standardized fashion, 
thus defraying huge initial costs over 
many thousands or millions of individual 
products and purchasers. By contrast, 
marketing research generally has con- 
fined itself to sitting back until the 
customer comes in and then trying to 
tailor-make not only the product but 
even the tools and techniques to fill his 
particular desires, conditions, and prej- 
udices. 

There are, of course, exceptions to 
this rule and they deserve a lot more at- 
tention than they have been getting be- 
cause they point the way to sharp reduc- 


tions of marketing research charges with- . 


out lowering the quality or even the in- 
itial cost. Here are just two approaches 
which apparently have proven successful 
and carry good promise for the future: 
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1. The accumulation of an aggregate 
of market facts of broad interest fol- 
lowed by a systematic mining of this 
basic material for an almost infinite 
variety of marketing research purposes. 
On this basis an operation such as the 
famed Cleveland Real Property Inven- 
tory apparently is in a position today to 
make a wide variety of information 
readily available at a cost much lower 
than anybody could hope to achieve 
starting a specialized inquiry on his own. 
The same basic technique could be ap- 
plied to an almost endless list of basic 
marketing problems. By making the 
initial investment serve a variety of pur- 
poses the unit cost per use and user can 
be brought down to a level well within 
reach of the majority of potential 
customers. 

2. Equally promising are the efforts 
at cooperative organization as well as 
financing of marketing research. Such 
cooperative efforts need not and actually 
would not interfere with competition. 
On the contrary, more knowledge of the 
facts merely becomes the starting point 
from which different managements 
would draw different conclusions, on 
which they would base entirely different 
plans and wind up with quite different 
executions. But having the basic facts 
would eliminate important areas from 
what is now guesswork, just as the 
federal government through its informa- 
tion services has been able to make con- 
tributions by narrowing other areas of 
guesswork and hunch. 

Marketing research as a profession 
has, of course, been quite aware of the 
possibilities of cooperative research. But 
whether out of pride, modesty, or plain 
lethargy, most of the research organiza- 
tions have been sitting back waiting 
for the cooperative efforts to be or- 
ganized by the potential customers be- 
fore working on concrete plans. Would 


it not be sourid selling practice for them 
as the suppliers to try to organize the 
market and to enlarge it by taking the 
lead in sparking the creation and financ- 
ing of cooperative research groups? 


Indifference to Selling 


The fourth and last point of this 
critique stressed the fact that marketing 
research and its results are being sold to 
the user without a knowledge, under- 
standing, or regard for the context in 
which they are to be applied. Far from 
keeping it pure, this tendency to conduct 
market research in a vacuum has tended 
to irritate and antagonize the customers. 
The instances in which these abstract 
recommendations have been outright 
misleading have apparently been suf- 
ficient to create a lasting adverse reac- 
tion on the part of some managements 
who now are inclined to discount about 


75 per cent or better of those surveys and: 


research findings which are made avail- 
able to them. If this sounds a bit rough 
on the profession, here are some concrete 
examples: 

How many research projects which are 
prepared for an individual client take 
into account and are modified to reflect 
that client’s cost structure? This cannot 
be limited to advertising expenditures, 
or for that matter even general selling 
cost, but must include the company’s 
entire profit and loss picture. One firm 
recently received a rather elaborate and 
effective presentation of a new campaign 
by a good agency. Not satisfied with 
simply presenting the theme and its ex- 
ecution, the research people had dug up 
what information they could on the prob- 
able impact on the market and the sales 
it was likely to produce. And yet a few 
questions addressed to the agency repre- 
sentative brought out these amazing 
facts: they did not know and had not 
even tried to find out just how much the 
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company could afford to spend to get the 
additional volume; instead they were 
guided almost exclusively by the past 
rate of promotion and advertising ex- 
penditures by the company. They were 
not aware of the fact that several items 
in the company’s line were being pro- 
duced at a relatively low rate of capacity. 
Maybe they would not even have 
grasped the full significance of this fact; 
they may not have understood that any 
increase in volume on this item would 
be likely to be reflected in a very sharp 
drop in unit overhead cost while some of 
the company’s other products, then be- 
ing produced at a satisfactorily high 
level, stood to gain relatively little cost- 
wise from additional volume. It is obvi- 
ous, of course, that some of these cost 
and production facts would not be 
readily available in the case of many 
clients. Yet, it is equally clear how much 
better the reception for that particular 
presentation would have been had it 
been tied in with the company’s costs, 
operating position, and future plans. 

In the case of another company with 
a sales budget adequate to support at 
least modest research operation, the re- 
search director worked up a well docu- 
mented story on the marketing of a pro- 
posed new product, including probable 
volume, most desirable price, and most 
promising type of outlet. Discussions at 
the executive level quickly showed up a 
vital omission. The company’s present 
products were being sold through three 
types of outlets. Controller’s figures 
showed that the one suggested for the 
new product was least profitable from 
the company’s point of view, and much 
of the company’s efforts had been 
directed in building up volume for the 
other two types of outlets. The plan of 
the market research director, though un- 
doubtedly sound in the isolated case of 
the proposed new item, ran directly 


counter to this company’s policy. 

The management of one manufactur- 
ing concern was presented with an un- 
doubtedly effective proposal, based on 
consumer surveys, for training dealers’ 
sales personnel. The manufacturer made 
a considerable investment in working up 
training kits and in developing an ex- 
tensive training campaign. The results 
were disappointing to put it mildly, in- 
volving decidedly adverse dealer re- 
actions. Further investigation showed 
that the training plans had been drawn 
up without any adequate knowledge of 
the type of outlets through which the 
company’s merchandise moved, and 
more important, without any thorough 
investigation of the quality and capacity 
of the typical clerks in these stores. The 
sales story as conceived by the market 
research people was much too involved, 
and required far too much judgment and 
discretion to be effective in the hands of 
clerks with relatively limited ability and 
experience. 

These examples are sufficient to il- 
lustrate the urgent need to place market- 
ing research and its final product in the 
context in which they are to be used. 
Especially in a period of rapidly chang- 
ing consumer taste, buying habits, and 
trade practices, and over-all economic 
shifts, even the soundest of research rec- 
ommendations may fall flat on its face 
or be laughed out of the conference room 
if it is not fully in step with the problems 
and thinking which management faces 
in its over-all task of guiding the com- 
pany’s fortunes. Marketing research has 
handicapped itself far too much by 
maintaining the aloofness which charac- 
terizes the majority of current research 
efforts. 


Summary 


The recital of the four main short- 
comings of marketing research as it is 
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currently practiced has the positive 
aspect of clearly pointing the way to a 
wide broadening of its base of operations 
and future acceptance in the business 
community. The requirements for such 
an operation must include valid dem- 
onstration of what marketing research 
can do outside of the area of its present 
chief preoccupation; a soundly con- 
ceived and executed campaign to edu- 
cate the business audience on the merits 
and problems of marketing research; an 
effort to bring the cost of marketing re- 
search within the reach of the average 
company by putting the same basic facts 
and findings to multiple uses; and finally, 
an integration of marketing research 
with the whole structure of management 
problems and decisions. 

None of these objectives can, of 
course, be accomplished overnight; none 
of them will be easy to achieve even over 


a period of years. Yet, it is vitally neces- 
sary both to marketing research and to 
management that the job be done. 
Potentially, there are only two major 
sources of factual information which can 
help guide executive judgment and de- 
cision and which should, therefore, have 
representation in top management coun- 
cils; the controller for internal facts, and 
the marketing research man for external 
data. So far only the former has been 
able to win this kind of recognition, 
through many years of individual and 
collective effort. In the interests of 
business as much as in the interests of 
those engaged in marketing research, it 
is to be hoped that similar recognition 
will be attained for the marketing fact 
man in the shortest possible time. 
Henry Bunp 

Research Institute of America, Inc. 

New York 


MARKETING EQUIPMENT BY LEASING 


HE central feature of the lease 

: method of marketing is that the 
manufacturer or distributor yields pos- 
session of the equipment to the user but 
retains essentially unqualified title to it. 
Except for the retention of title, the 
plan closely resembles instalment selling. 
In certain instances, moreover, it is 
used as a device for implementing instal- 
ment selling. In the state of Pennsyl- 
vania, for example, it is used almost 
universally in the financing of automo- 
bile sales as well as most types of equip- 
ment. 

An investigation of the varied applica- 
tions of the plan, including 359 inter- 
views with individuals in manufacturing 
and commercial enterprises, disclosed 
that the use of leasing is quite pervasive.! 


1 Personal interviews were conducted by the writer 
during the years 1947, 1948, and 1949. 


Certain lease plans, however, do not 
represent clear-cut applications of leasing 
to equipment marketing, in that the 
equipment provided to the user may be 
the means of rendering a service. IIlus- 
trative of these are the telephones and 
teletypewriters supplied as a part of 
communication service. 


Circumstances Favoring the Use of Leas- 
ing 

A study of the varied uses of leasing re- 
veals a number of circumstances under 
which it may be used to advantage. A 
producer who wishes to secure maximum 
returns from a machine which has a 
limited market often uses leasing profit- 
ably. Leasing enlarges the market for 
equipment of high unit cost through the 
feature of moderate payments extended 
over the entire period of use. Equipment 
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requiring unusual service on the part of 
the producer may be more adequately 
maintained if the lessor retains the con- 
trol of the machine. New types of equip- 
ment meet with less resistance because of 
the trial-use aspect of leasing. 

Leasing has one great advantage, in 
many situations, of permitting legal use 
of price discrimination. Where payment 
is based on extent of use a big customer 
may pay many times the amount paid 
by a small customer. 

Factors apart from the nature of the 
equipment may indicate the use of leas- 
ing. Thus, depression periods lead to a 
greater use of leasing as manufacturers 
and distributors resort to less common 
marketing methods in their efforts to 
stimulate trade. Seasonal or intermittent 
equipment requirements, as found in the 
construction and transportation fields, 
are met more easily because of the avail- 
ability of leased units. One of the most 
common applications of the plan is the 
furnishing of storage and dispensing 
equipment to retailers in conjunction 
with the sale of such products as gaso- 
line and ice cream. The sale of supplies 
to industry likewise may be increased by 
providing related processing and han- 
dling equipment. 


Tue Use or LEASING IN SPECIFIC 
INDUSTRIES 


It seems that a majority of equipment 
manufacturers have not given serious 
consideration to the possible application 
of leasing to the marketing of their 
products. Others who have studied the 
merits and limitations of the plan have 
been deterred by a reluctance or ina- 
bility to assume the financial and serv- 
ice functions which it entails. In certain 
industries, however, leasing is widely 
used. Four of these fields were examined 
in order better to evaluate the contribu- 
tion of leasing to the user as well as to 


the producer or distributor of the equip- 
ment. In two of the industries, transpor- 
tation and construction, leasing is logical 
because of the seasonal and intermittent 
demand for equipment. In the other two 
industries, the manufacturing of shoe 
machinery and glassware machinery, 
dominant producers used the plan to 
facilitate the introduction of new types 
of equipment and to secure the maximum 
income from machines which embodied 
valuable patents. 


Leasing of Transportation Equipment 


Leasing is practiced to a significant ex- 
tent in practically all types of transpor- 
tation service, and its application in this 
field is also outstanding because the user 
has many alternatives in choosing be- 
tween outright ownership and rental. 
This flexibility in choice of plans is most 
pronounced in the trucking field. A firm 
may own all of its trucks outright, main- 
tain several trucks for minimum require- 
ments and supplement its own fleet 
with rented trucks with or without driv- 
ers, arrange for trucks to be used in 
year-round service with or without 
drivers, or simply have a _ contract 
hauler take over all of its hauling require- 
ments at scheduled rates. The provision 
of fleets of delivery trucks by firms spe- 
cializing in this type of activity is a 
significant and growing business in many 
larger cities. In terms of numbers of units 
and milage covered, the leasing of heavy- 
duty trucks by intercity truck lines rep- 
resents an even more important use of 
leasing than the types just mentioned. 
Other applications of leasing in the 
automotive field are the leasing of bus 
tires by essentially all major bus lines 
and the U-Drive-It plan for renting au- 
tomobiles. 

Railroads have used the lease for 
many decades as an aid to the financing 
of purchases of rolling stock. Title to 
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the locomotives and freight cars is 
vested in a trustee who leases the equip- 
ment to the railroad. The lease payments 
are then used to amortize the debt 
obligations, which must be fully met 
before the railroad secures unqualified 
title. The leasing of tank cars to shippers 
by firms specializing in the construction 
of this equipment is one of the more 
striking applications of marketing by 
leasing, one which is unexpected because 
the railroads normally supply all cars as 
part of their transportation service. 

Leasing is also used to some extent in 
two other fields of transportation. Air- 
planes may be rented by the hour for 
personal use, or they may be chartered 
complete with crew for cross-country 
transportation of passengers or mer- 
chandise. Ships, operating on inland 
waterways and oceanic routes, may be 
chartered under a variety of plans 
comparable to those available in the 
trucking field. 

The availability of leased equipment 
contributes materially to the efficiency 
of our transportation system. A marked 
degree of flexibility is afforded by the 
use of leased units to supplement the 
fixed schedules of common carriers. 
Small-scale shippers and others who have 
only seasonal or intermittent demand 
for trucks can use leased units at moder- 
ate cost. In partial contrast to the typi- 
cal common carrier, the firm which 
specializes in leasing transportation 
equipment frequently is the first to offer 
innovations in new equipment and 
extraordinary services which stimulate 
progress in the field. 


Leasing of Glassware Machinery 


Leasing was virtually the sole method 
of marketing equipment in this field from 
the time of the introduction of auto- 
matic machinery in 1905 until the plan 
was restricted by antitrust action in the 


1940's. The lease plan permitted the 
originator, Mr. Owens, to control the use 
of the machine as well as to overcome the 
hesitancy to use the new machines. Sub- 
sequent conflict over patent rights be- 
tween the Owens firm and the Hartford- 
Empire Company, another manufac- 
turer of glassware machinery, led to an 
agreement which granted monopoly 
rights in the manufacture and leasing 
of glassware machinery to the Hartford 
firm. It further paved the way for the 
restriction of production and the con 
trol of prices throughout the glassware 
industry. Under the stipulations of a 
1945 antitrust decision Hartford was 
ordered to sell its equipment outright 
to those firms which wished to purchase 
it, and payments for those firms which 
continued to lease were reduced to one- 
third of former rates.” 

The lease plan had yielded certain 
advantages to the firms in the industry. 
Research and engineering aid was ren- 
dered to small-scale producers, and 
smaller initial cash outlays were neces- 
sary for the procurement of modern 
equipment. Although not justifiable in 
terms of social welfare, the stabilization 
of prices and production, which was im- 
plemented by use of the lease plan, af- 
forded protection from the tendency to- 
ward excess capacity in the industry. 
With respect to disadvantages, how- 
ever, the domination of one equip- 
ment producer tended to retard tech- 
nical progress in the industry. Evidence 
introduced into court hearings, fur- 
thermore, indicated that royalty charges 
were unwarrantedly high. The in- 
stances in which leasing has been used 
for such antisocial objectives have caused 
many individuals to associate leasing 
with monopolistic practices. 


2 Hartford-Empire et al. v. United States, 323 U. S. 
386 (1945). 
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Leasing of Shoe Machinery 


The lease method of marketing has 
been the primary distribution plan in 
this industry throughout the many 
decades following the introduction of 
sole-stitching machines in 1861. The 
plan was adopted largely to overcome the 
reluctance to change from hand meth- 
ods of shoe production. Three manu- 
facturers of basic machines combined 
in 1899 to form the United Shoe Ma- 
chinery Corporation, the firm which 
has maintained a dominant position in 
the industry up to the present time. Anti- 
trust action against the company has 
been undertaken on three separate occa- 
sions. In a 1918 decision the United 
States Supreme Court held that restric- 
tive leases as used by United were per- 
missible under the patent laws. As the 
result of subsequent action, concluded in 
1922, the firm was found guilty of vio- 
lating the tying clause provision of the 
Clayton Act.’ In 1947 the company was 
again charged with violating the anti- 
trust laws on the basis of several broad 
claims of monopolizing the industry. 
Litigation under the last action was still 
in process during the early months of 
1950. 

Lease plans in effect at the time of this 
study are essentially free of objectionable 
features from the viewpoint of the shoe 
manufacturers. With but one exception, 
United equipment is used almost ex- 
clusively. Lessees regard the rental 
charges as moderate, amounting to ap- 
proximately Io cents per pair of shoes 
processed on United machines, and the 
comprehensive maintenance program is 
highly praised. The offering of engineer- 
ing and instruction service free of added 
charge is especially helpful to small-scale 
producers. The chief criticism of the 


3 U. United Shoe Machinery Corporation, 258 
U. S. 451 (1922). 


plan is that it tends to retard progress in 
the industry. Assuming that there is 
some truth in this allegation, it would still 
be difficult to ascertain how much of the 
fault is to be ascribed to the use of the 
lease plan and how much is due to the 
domination of a single equipment pro- 
ducer over so many decades. 


Leasing of Construction Equipment 


The factors of intermittent and sea- 
sonal requirements which obtain to a 
marked degree in the transportation field 
are fully as significant in the construc- 
tion industry. Especially important is 
the fact that construction projects in any 
area vary from year to year, both in 
number and in the nature of the equip- 
ment required. Contractors, therefore, 
find it expedient to supplement their 
self-owned equipment with units rented 
from other contractors as well as from 
dealers in used and new equipment. The 
availability of rental units, or the serv- 
ices of subcontractors, may well be the 
determining factor in deciding whether or 
not to bid on a given project. 

It may be preferable to purchase the 
equipment, however, if there is an oppor- 
tunity for renting it to other contractors 
after a current project is completed, or if 
it may be required on other work in 
prospect. Large-scale operators maintain 
detailed cost records which enable them 
to determine quite precisely whether or 
not ownership may be preferable in any 
given circumstances. 

Dealers in construction equipment 
commonly feature rental service in their 
advertising. In addition to serving as a 
source of income, particularly during 
depression periods when sales are at low 
levels, equipment rentals build good-will 
with current and prospective customers 
and afford a trial-use of new models or 
entirely new types of machines. 
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Business MANAGEMENT AND Economic 
ASPECTS OF LEASING 


The adoption of leasing as a marketing 
method presents new problems as well 
as a possible opportunity for increasing 
and stabilizing sales income. Additional 
risks and responsibilities are assumed by 
the lessor, the impact of which carries 
into nearly every division of the business. 
Thus, more funds are tied up in equip- 
ment, extra service is demanded, depreci- 
ation policies must be established for 
leased units, and significantly different 
promotional methods may be indicated. 

Possible effects of a wider use of leas- 
ing on a single industry and the economy 
as a whole are also worthy of considera- 
tion. Certain aspects of leasing may pro- 
mote or retard the rate of business prog- 
ress. Competitive relationships are ma- 
terially altered, and there is the possi- 
bility that some lease plans violate the 
antitrust laws. Finally, there is reason to 
believe that a greater use of leasing 
would reduce the cyclical variations in 
business activity. 

Four of the several management as- 
pects of leasing are briefly discussed to 
stress how the adoption of leasing alters 
conventional business policies and pro- 
cedures. 


Profitableness to Lessor 


A study of the financial statements of 
firms which successfully use the lease 
plan indicates that they earn substantial 
profits. In accounting for the relatively 
high profits, however, one cannot as- 
sume that they are necessarily a direct 
result of the use of leasing. The same 
astute management which led to the 
adoption of this plan might have brought 
forth good earnings under another 
method of marketing. It is equally sig- 
nificant that leased equipment fre- 
quently embodies cost-saving, patented 
features which would enable it to com- 


mand a premium price under terms of 
outright sale. 

Increased profits from leasing stem 
largely from the lessor’s assumption of 
added risks and responsibilities, most 
important of which is the risk of unpre- 
dictable obsolescence. In establishing 
rental rates, the lessor must reckon with 
the possibility that new competing 
products may come into the market and 
force the premature retirement of his 
leased units. If he controls the important 
patents in the industry this normally 
does not occur, but the profits are then 
largely attributed to the value of the 
patents and not to the use of leasing. 

The rendering of service, including the 
overhaul of equipment, may be a rela- 
tively important source of income. A 
profit on the sale of repair parts, whether 
charged for separately or included in 
the rental rate, is largely assured under 


the lease plan. Finally, the lessor may 


profit from an allowance for interest on 
money invested in leased units. Firms 
which lease trucks, for example, calcu- 
late interest at a 6 per cent rate, even 
though they may have access to loan 
funds at lower cost. 


Effect of Leasing on Financial Require- 
ments 


The lease method of marketing affords 
financial assistance to many small-scale 
enterprises. Cost-reducing equipment 
may be procured by firms which could 
not consider its purchase. The lessor 
has the effective sales argument that 
economies afforded by the use of the 
machine are more than adequate for 
meeting the rental payments. 

The benefit to users from this aspect 
of leasing thrusts an equivalent financial 
burden upon the lessor. If equipment 
manufacturers, as a class, had more 
financial resources than their customers, 
this would not present a problem. Most 
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machinery producers, however, are small- 
scale enterprises, not infrequently selling 
their products to concerns far more able 
than themselves to secure loan funds. 
Whether or not leasing would be feasible 
from this standpoint would have to 
be determined in each case considered. 
Sales-finance companies, moreover, are 
reluctant to finance leased installations 
because there is a greater risk in lending 
to a single lessor than in financing the 
many purchasers of single machines. 


Effect on Vendor-Vendee Relationships 


The lessor and lessee maintain closer 
contact than is customary under out- 
right sale. Representatives of the lessor 
may be stationed continuously in the 
user’s plant. Opportunities to observe 
the equipment in use and to exchange 
views with operators of the equipment 
are increased. Production and mainte- 
nance data on leased machines lead to 
the better planning of changes to be 
made in forthcoming models. 

This same close contact is a source of 
sales leads for the lessor’s salesmen. The 
service representatives can be coached to 
report on new equipment requirements 
in lessees’ plants. Furthermore, the 
lessor is in a position to secure relatively 
confidential information on the nature 
and amount of the lessees’ production, 
especially when royalty payments are 
accompanied by production reports. 

Sales may be closed with greater speed 
and at lower cost than under terms of 
outright sale. The customer has less 
occasion to defer making a decision, 
because of the trial-use aspect of leasing, 
although it must be recognized that 
many businessmen are basically opposed 
to the lease plan as such. Renewal of 
leases and installation of improved 
models presents less difficulty than effect- 
ing outright sales because no substantial 
outlay is required, nor is there occasion 


for negotiation over trade-ins and pro- 
vision for financing the transaction. 

Salesmen are assured of the equivalent 
of repeat business for the duration of the 
lease contract. This affords a relatively 
steady income, especially as contrasted 
with the extremes of high and low earn- 
ings experienced by the industrial equip- 
ment salesman who is paid on a com- 
mission basis. 


Facilitating Sale of Equipment and Sup- 
plies 

Even though the manufacturer or 
distributor may not wish to use leasing 
as a primary method of marketing, it 
still may be used for trial installations of 
equipment. If an undecided prospect 
wishes to see the equipment in use under 
normal operating conditions, he may be 
permitted to rent it for several months 
at customary rates, thereby sharing the 
cost and responsibility for the installa- 
tion. Part, or all, of the rentals paid 
may be applied against the purchase 
price, thus giving added incentive for 
purchase if the equipment proves satis- 
factory. Precautions must be taken to 
prevent salesmen from using trial-use 
plans as a substitute for effective sales- 
manship. 

In many instances the manufacturer 
or distributor of supplies leases related 
processing or dispensing equipment at 
low cost in order to secure all of the cus- 
tomer’s supply orders. The lease of 
machines in conjunction with the sale 
of rivets and metal containers are two 
outstanding illustrations of the plan. 
In both cases the manufacturers provide 
costly equipment at remarkably low 
rental rates, a machine valued at $10,000 
returning as low as $500 per year lease 
income. Under this arrangement the se- 
lection of suppliers may be influenced 
more by the quality of equipment serv- 
ice than by the inherent merit of the 
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supplies. Lease plans of this type were 
the subject of antitrust action during 
the 1940’s, under the charge of closing 
the market to small-scale suppliers who 
cannot afford to render this service 

Retailers may benefit from this appli- 
cation of leasing, both as lessees of dis- 
pensing equipment and as suppliers of 
equipment to ultimate consumers. Man- 
ufacturers of food products requiring 
refrigerated storage at the place of re- 
sale, and producers of petroleum prod- 
ucts have commonly provided retailers 
with costly equipment on a lease basis. 
This service assures them of exclusive 
dealing as well as maintaining their 
product in a saleable condition. Retailers, 
especially in hardware and related lines, 
build customer good-will and increase 
supply sales by renting machines for 
which the customer has only occasional 
use. The rental of floor sanders is one of 
the most successful applications of this 
plan. 


SUMMARY 


Leasing is one of the several marketing 
tools at the disposal of the firms which 
manufacture or distribute equipment. 
Like all other tools, it has its merits 
and limitations, varying in importance 
according to the industry or trade group 
under consideration. Confronted with a 
period of rapid change and a growing 
measure of uncertainty, marketing 
executives should further explore the 
applicability of leasing to the distribu- 


tion of their products. It might prove to 
be the indicated strategy for turning a 
rapid decline in sales volume into a more 


stable income from lease payments, as 


well as a means of supplying equipment 
users with cost-saving machines at a 
time when increased emphasis is com- 
monly placed on economy. 

In order to be viewed as an acceptable 
marketing plan, however, leasing neces- 
sarily must represent more than a stop- 
gap device for stemming the tide of 
declining sales during a depression period. 
The prospective lessor must ascertain 
that worthwhile features are present for 
the buyer as well as the seller, features 
which justify the leasing plan under all 
degrees of business prosperity. The 
prospective lessee likewise must cultivate 
an open-minded and fact-finding ap- 
proach to the plan. There is a danger 
that leasing might appear as an easy 
solution to a troublesome service and 
modernization problem and an escape 
from the handicap of inadequate capital 
resources. The inevitable added costs, 
payments for services, and risk-bearing 
which are a part of leasing, must be 
weighed against the cost of using self- 
owned equipment. An astute and en- 
lightened approach to such decisions 
may be the determining factor in the 
ever-present search for lower production 
and marketing costs. 

Francis A. BABIONE 
The Pennsylvania State College 
State College, Pa. 


CURRENT PRACTICES IN SELECTING INDUSTRIAL SALESMEN 


HE mailed questionnaire technique 
was used to obtain data for this 
study. A sample of three hundred firms 
was selected on a combined geographic 
and industry basis. The geographic unit 
was the state. Table I indicates the per- 


centage of firms selected from each state 
and the percentage of returns from each 
state. 

The industry classification used was 
that of the Census of Manufacturers. 
The choice of the number of firms from 
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Tasie I, Geocrapuic DistriBuTION OF QuESTION- 


NAIRES SENT AND RETURNED 


Per Cent Per Cent 
of Total of Total 
Questionnaires | Questionnaires 
Sent to Returned by 

State State 


Name of State 


Alabama 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Illinois 
Indiana 

Iowa 

Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Missouri 
Nebraska 
New Jersey 
New York 
Ohio 
Oklahoma 
Pennsylvania 
Rhode Island 
Tennessee 
Texas 

Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 


tr wo 


© 


DW WWW 
COW 


— 


. . 


v 
0 


Ne) 


wa 
| 
foo} 


each industry was determined by an 
estimate of the industry’s relative im- 
portance in the marketing of industrial 
goods. The size of the average firm in a 
particular industry was also considered. 
Table II indicates the size of the sample 
in each industry group. 

Weighting on the basis of the size of 
the firm was considered and was re- 
jected because there was no way to de- 
termine in advance the number of sales- 
men hired by a particular firm. After the 


questionnaires were received, some 
weighting was made on the basis of the 
number of salesmen employed.! 
Thirty-five per cent of the question- 
naires were returned, although some of 
the respondents omitted answers to sev- 
eral of the questions. Letter replies were 
received from an additional six per cent 
of the companies. In many cases these 
respondents gave partial information or 


TaBLe II. Inpustry CLASSIFICATION OF THE 
RESPONDENT Firms 


Percentage of 
Industry Classification Used by the Respondents 
Census of Manufacturers Representing 
Industry 
Machinery (except electrical) 15.2 
Iron, steel, and their products (except 
machinery) 12.4 
Stone, clay, and glass products 10.5 
Chemicals and allied industries 9.5 
Electrical machinery 9.5 
Food and kindred products 9-5 
Products of petroleum and coal 9.5 
Rubber products 4.8 
Lumber and timber basic products 3.8 
Nonferrous metals and their products 3.8 
Textile-mill products and other fibre 
manufacturers 3.8 
Leather and leather products 1.9 
Miscellaneous industries 1.9 
Paper and allied products 1.9 
Transportation equipment (except au- 
tomobiles) 1.9 


stated that they did not return the 
quéstionnaire because they had a very 
small sales organization and they did 
not believe that returning the question- 
naire would be of any help in the type of 
study being conducted. A few said that 
they did not believe that answering the 
questionnaire would give a true picture 
of their training program. 


1 A weighting based on the number of salesmen em- 
ployed is relevant to this study since the chief interest 
is in the percentage of salesmen recruited and trained 
in a particular way rather than in the number of firms 
employing a given method. 
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From What Source Do You Recruit 
Salesmen? 


Table III gives some indication of the 
sources from which salesmen are re- 


What Qualifications Do You Demand of 
Applicants as to Education? 


The educational requirements, as 
given in Table IV, indicate a strong pref- 


Tas_e III. Sources rrom Wuicu SALESMEN ARE RECRUITED 


Per Cent of Firms Using Source as Per Cent Per Cent 
Source of Salesmen First Saunt Third Mentioning Using 
Choice Choice Choice Source Source 
Within own organization: 
Accounting personnel 1.9 1.9 1.9 7.6 13.3 
Production personnel 4.8 6.8 2. 14.3 28.8 
Purchasing personnel 1.9 1.9 _ 7.6 11.4 
General office personnel 9.5 9.5 ee 21.9 46.6 
Employment agencies 3.8 ‘9 6.7 13.3 29.5 
Newspaper advertising 8.6 2.9 2.9 14.3 28.7 
High schools _ 1.9 2.9 — 4.8 
Colleges and universities 29.5 11.4 6.7 27.6 75.2 
Competing companies _ 2.9 1.9 17.1 21.9 
Retail clerks _ 6.7 _ 2.9 9.6 
Applicants 1.9 1.9 — 1.9 5.7 
Personal association 1.9 1.9 
Dealers 1.0 9 _ 2.9 4.8 
Trade papers 1.0 1.0 


* This column includes respondents who listed the source as fourth choice or lower; it also includes those re- 
spondents who merely checked the source as one used by their company but did not indicate an order of importance. 


cruited. Colleges and universities led in 
popularity as sources, while general of- 
fice personnel ranked second. Wherever 
selling experience was required, colleges 
and universities dropped in importance 
as a source. 

The relatively high percentage of 
salesmen recruited from within the com- 
pany gives weight to the desirability of 
having salesmen who are familiar with 
the company history, policy, and prod- 
ucts. Some companies indicated that a 
man had to have experience with the 
company before being hired as a sales- 
man. In these cases, product knowledge 
was undoubtedly held at a premium. 

Competing companies were sometimes 
used as a source of salesmen by 21.9 per 
cent of the respondents; however, no 
company mentioned this as first choice. 
Some firms stated that they never hire 
salesmen from competing companies. 


erence for college graduates. The 2.1 
per cent of companies which do not have 
educational requirements probably mean 
that they have no specific, formal, edu- 
cational requirements. 


Tasie IV, EpucaTionat QUALIFICATIONS 
FoR SALEs Positions 


Per Cent 


Educational Requirement of Companies 


No requirement 

High school or equivalent 
Some college training 
Two years’ college 
College degree preferred 


Ae = 


What Qualifications Do You Demand of 
Applicants as to Experience? 


These replies suggest that entry into 
sales work is relatively easy; however the 
premium sales positions and salaries tend 
to go to experienced salesmen. 
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Tasie V. Experience QUALIFICATIONS FOR 
Sates Positions 


Per Cent of 

Experience Qualifications Listed Respondent 

Companies 
No requirement 42.3 
Experience desirable but not required 25.4 
Some experience required 98.3 


If Salesmen Are Recruited from Colleges 
and Universities, Do You Give Priority 
to Students Majoring in any Particular 
Fields? 

Academic requirements as to fields of 
specialization depend upon the nature of 
the product to be sold. In similar types 
of industry, there was some variation as 
to the preferred academic training; such 
variations probably reflect the different 
experiences of management with various 
academic classifications, or the academic 
background of the sales manager. 


VI. oF SPECIALIZATION PREFERRED BY 
EmpLoyers OF SALESMEN 


No. of Salesman-Firms* 
Course Poderence Listing Major Fields as 
Listed First | Second | Third 
Choice | Choice | Choice 
Economics and business 
administration 23 12 — 
Any college major 16 
Engineering (general) 14 7 I 
Mechanical engineering Il I 10 
Marketing I 
Electrical engineering 4 4 — 
Chemical engineering 4 3 oa 
Agriculture and agricul- 
tural engineering 4 
Chemistry 2 10 aa 
Textiles 2 
Civil engineering I 
Liberal arts 15 
Industrial engineering — 2 -- 


* “Salesman-firm” is a firm which hires the average 
number of salesmen for the study, i.e., 17,890+95 
firms=183 salesmen=1 salesman-firm. This weight- 
ing was used because, for this study, the number of 
salesmen employed is more important, in some cases, 
than the number of firms hiring them. 


While Table VI shows a slight pref. 
erence for economics and business ad- 
ministration majors, it must be noted 
that this designation is a broad one, 
covering courses including labor, finance, 
accounting, marketing, and transpor- 
tation. 


Do You Give Standard Aptitude Tests 
to Applicants? 


This question was interpreted by re- 
spondents to include intelligence tests, 
personality tests, and aptitude tests; 
consequently, it is felt desirable to make 
no distinction among the three types of 
tests. 


(Ninety-nine respondents gave information) 


Percentage now using tests 32.3 
Percentage intending to give tests 2.1 
Percentage not giving tests 65.6 


The above figures, compared with 
studies made in the 1930’s, show an in- 
crease in the extent of testing. One re- 
port in the early 30’s indicated that only 
11.4 per cent were using testing at that 
time.? Another study*® made during the 
war period showed that to per cent of 
the respondents used tests or would use 
them when hiring of salesmen was 
resumed. 


What Standard Tests Do You Use? 


The most popular tests mentioned were: 

Bennett Test of Mechanical Comprehen- 
sion 

Bernreuter Personality Inventory 

Klein Test 

Kuder Preference Record 

Moss Social Intelligence Test 

Otis Self-Administered Test of Mental 
Ability 


? Harold B. Maynard and Herman C. Nolen, Sales 
Management (New York: The Ronald Press, 1940), p. 
190. 
3 Malcolm P. McNair and Harry L. Hansen, Readings 
in Marketing (New York: The McGraw-Hill Book 
Company, 1949), Pp. 582. 
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Strong Vocational Interest Test 

.Washburne Social Adjustment Inventory 

Wonderlich Personal Audition and Prefer- 
ence 


Do You Give Aptitude Tests Which Have 
Been Developed by Your Company? 


Only 80.9 per cent of the respondents © 


replied to this question. Of that group, 
11.7 per cent reported that they give 
aptitude tests developed by their com- 
pany; 4.7 per cent stated that they plan 
to use such testing; and 83.5 per cent 
said “‘no 


Have Studies been Made to Determine Cor- 
relation Between Aptitude Tests and Sell- 
ing Success? 


More than sixteen per cent of the 
companies reported that they have made 
studies to determine correlation between 
aptitude testing and selling success; and 
another 13.3 per cent stated that they 


are in the process of collecting data to be 
used in such studies but that their in- 
formation is insufficient to justify draw- 
ing a conclusion at this time. 

Of the 16.2 per cent of firms making 
such studies, 18.5 per cent report very 
high correlation between aptitude test 
scores and success in selling; 37 per cent 
have found high correlation between 
test scores and selling performance; 22.8 
per cent report moderate correlation; 
and 22.7 per cent feel that correlation is 
insignificant. 

From the above it appears that, while 
testing and testing studies are on the in- 
crease, some of the respondents are 
doubtful of the value of testing in the 
selection of salesmen. Several companies 
stated that they would like to find more 
suitable tests. 

Jesse B. ALLEN 
Iowa State College 
Ames, 


MANAGEMENT AND BUSINESS FORECASTING* 


HE very nature and essence of man- 
is forecasting. Everywhere 
within the organization, actions are 
taking place with a view to the future. 
They may rest on consideration of the 
relation of volume to cost in the plant, 
volume and inventory to funds to be 
provided by the treasurer, or sales vol- 
ume to prices, or advertising or selling 
effort in the sales department. Even 
the characteristics which management 
chooses to build into company products 
are foresights of what the market is ex- 
pected to buy. These are forecasts which 
may only be tentatively delegated be- 
cause they must be coordinated, recon- 


* Condensed from a talk given before a joint meeting 
of the Detroit and Toledo Chapters at the University of 
Michigan, April 18, 1950. 


ciled, and the final responsibility for 
them borne by top management. 


Research as an Aid to Forecasting 
All kinds of research and fact finding 


are forecasting. In common with other 
specialists, the analyst and forecaster of 
business conditions is a specialist report- 
ing to management. Even after the most 
thorough analyses have been madz>, 
managerial coordination and judgment 
is required in deciding appropriate ac- 
tion bearing on the future. Knowledge 
and wisdom are not synonymous. De- 
spite assertations by at least one promi- 
nent authority to the contrary, the ap- 
plication of market research and fore- 
casting techniques can not take the place 
of management. As a powerful tool, 
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however, it may contribute to manage- 
ment’s knowledge and judgment. No 
matter how wide and thorough the 
analysis, before any action may be taken 
consideration must be given to all phases 
of the business, and all factors, qualita- 
tive as well as quantitative, immeasura- 
ble as well as measurable. 

In the companies where commercial 
research has attained the greatest de- 
velopment, this is well recognized. In 
Swift & Company, for example, the 
commodity forecasting division places 
the results of their analyses before the 
officer responsible for making decisions 
and he may accept or reject their recom- 
mendations, and in turn, his decision is 
subject to review at a higher level. In the 
chart room maintained by the DuPont 
Company, the management meets to re- 
view the charted progress of their com- 
pany towards the goals previously set 
and to set new goals for the future. The 
charted facts are aids in narrowing the 
range of the unknown. They aid, there- 
fore in bringing about a meeting of 
minds, decision, and coordination of 
action. 

If research of all kinds serves as an aid 
to management, it follows that manage- 
ment has an obligation to the analyst 
engaged in forecasting. He can not be 
held responsible for the unsound de- 
cisions made by management if his work 
has been faithfully done. The responsi- 
bility rests almost entirely on manage- 
ment alone since it should bring to bear 
on its decisions the proper consideration 
of all factors in the business. There has 
been an unfortunate tendency to blame 
forecasters for unsound decisions. In 
some companies this has resulted in the 
dismissal of very competent analysts. In 
some, the pressure is to compel the 
analyst to make his recommendations in 
accord with or to confirm the boss’s 
views. In others, the striving for accu- 


racy and the waiting to see how forecasts 
turn out has caused unusual nervous 
strain among the forecasting staff until 
ill health and inability to make calmly- 
deliberated recommendations had re- 
sulted. A fair method of judging the 
performance of the forecasting staff is 
the proportion of total forecasts in which 
predictions were correct in direction. 
Obviously, such evaluation requires a 
period of years. Corporate management 
has an obligation to provide an environ- 
ment conducive to thorough analytical 
work and to the preservation of the 
analyst’s dignity and independence of 
judgment. Where the forecasting special- 
ist or staff deals with the overall outlook 
for the company or for several depart- 
ments, the activity should be made re- 
sponsible to an official with company- 
wide jurisdiction. This location will pro- 
vide sufficient scope, coordination, and 
economy of activities, and foster ob- 
jectivity. It accords with the principle 
that a specialist’s recommendations and 
critical evaluations may not reach either 
beyond or above the jurisdiction of his 
supervisor without creating friction and 
jeopardizing the specialist’s permanence 
and official support of the forecasting 
activity in the organization. 


The Researcher's Obligations to Manage- 
ment. 


In turn, the analyst has certain obli- 
gations to management. The first is to 
be objective, no matter what the per- 
sonal cost may be. I need scarcely say 
that the “Yes” research man is not worth 
retaining on the payroll, although he 
may sometimes remain there because of 
his flattery of superiors. Another phase 
of maintaining objectivity is the avoid- 
ance of personal speculation based on 
knowledge of analytical findings and the 
decisions of management. 

Besides being objective, analysts en- 
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gaged in business forecasting must have 
a wider knowledge than the past. They 
must extend their examination of the 
factors affecting a corporation’s future 
far beyond the confines of statistical 
time series. They must be able to inter- 
pret the changing aspects of the general 
economy, the conditions affecting their 
own and competing industries and the 
special factors influencing the progress of 
their own company and its competitors. 
The problem of estimating the future 
differs in difficulty between consumers’ 
perishable, semi-durable, and durable 
goods, producers’ goods, new construc- 
tion, and services of all kinds. It is not 
my purpose to review in detail the vari- 
ous methods of general business fore- 
casting. They include the analyses of the 
gross national product, of expenditures, 
and of cyclical, seasonal, trend, and ir- 
regular movements. Rather, I want to 
stress the importance of thorough knowl- 
edge and appreciation not only of the 
surface changes but also of the deep cur- 
rents of economic affairs as they affect 
the particular company and industry. 
The coal industry provides an inter- 
esting illustration....How does de- 
mand respond to a change in price? The 
immediate response is very small be- 
cause demand is derived from existence 
of equipment for burning coal as well as 
general business activity and consumer 
purchasing power. Over indefinite peri- 
ods, however, the equipment used in 
homes and in various industries wears 
out. If the cost of coal, the labor and 
other expenses associated with using it, 
and the technological efficiency of the 
equipment compares unfavorably with 
those of other fuels, a shift to using com- 
peting fuels will take place. The rate of 
shift also depends on many important 
considerations such as the percentage of 
fuel cost in the total cost of the finished 
product, the availability of capital for 


investment in fuel burning equipment, 
and management’s confidence in the 
future. Many of these considerations 
seem to defy precise statistical measure- 
ment. Yet, we may conclude that over 
an indefinitely long period of time the 
demand for coal is elastic because in- 
stead of an output of 428 million tons 
last year, output would have been 850 
million tons, had its use grown since 1925 
at the same rate as general industrial 
production, and had its price not risen 
much more than the general level of 
prices during the past thirty-five years. 

Again, in order to predict the effect of 
price change on supply, the forecaster 
needs to understand the relationship of 
output to costs in competing firms and 
industries. Far too little is known about 
the effect of volume on the unit costs of 
both production and marketing. Again 
using coal as an illustration, expanding 
volume has little effect in reducing 
mining costs per ton on account of the 
high proportion of expenses for labor. 
Expanding volume has no effect on 
freight rates per car lot of coal except 
to encourage the railroads to demand in- 
creases in them. On the other hand, ex- 
panding volumes of oil and gas tend to 
reduce their unit expenses at the well 
and through pipe lines, because direct 
expenses including labor are relatively 
much less than those pertaining to coal. 
Obviously, in forecasting the compara- 
tive use of these fuels, consideration 
should be given to the tendency for suc- 
cessive rounds of wage increases to shift 
the market advantage from coal to 
competing fuels through changing costs 
and prices. 

I would go farther than this in making 
a plea for a keener understanding of the 
many factors which should go into the 
making of a prediction. The forecaster 
should know what the impact may be of 
changes in product characteristics, in 
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selling and advertising effort, and the 
like. His work should bring him in touch 
with the results of market research, 
physical research, experimental selling, 
economic studies of the company and 
industry, and the like. As he deepens his 
understanding, and widens his horizon, 
his recommendations will help manage- 
ment to minimize the element of chance 
in its decisions. In fact, he himself will 
attain or exceed the stature of his man- 
agement in direct proportion to his pos- 
session of constructive insight. Happily, 
business forecasters are shifting away 
from dependence on cycle theory to a 
broader and more critical comprehen- 
sion of the changing elements in the 
moving tide of business. 

There is a wholesome recognition that 
forecasting is not an exact science; with 
the same set of facts, a dozen forecasters 
would not reach the same conclusions. 
Forecasting is still an art which requires 
diligent study of facts, long, wide, and 
deep experience, and keen, mature judg- 
ment in order to provide acceptable re- 
sults over a period of time. 


SUMMARY 


I would summarize very briefly the 
points I have been trying to make in 
this manner: 

First, the very nature of management 
is to look forward, to forecast. Manage- 
ment can not avoid this responsibility 
and its consequences. 

Second, all kinds of research and fact 
finding are forecasting and need to be 


welded together or coordinated by man. 
agement into a logical, forward-looking 
program. 

Third, the applications of research and 
forecasting techniques and the develop. 
ment of facts are not going to take the 
place of management. Knowledge and 
wisdom are not the same thing. 

Fourth, facts help to narrow the range 
of chance or error in making decisions. 

Fifth, management has an obligation 
to deal fairly with the business fore- 
caster because he can not be held re. 
sponsible for unsound decisions based on 
considerations beyond the scope of his 
work. The effectiveness of his work may 
be enhanced by strategic location within 
the organization. 

Sixth, the analyst has certain obliga. 
tions to management-— 


A) Be objective. 

B) Avoid the warping influence of per- 
sonal speculation based on information 
gained in the performance of duty. 

C) Obtain a wide knowledge and keen 
appreciation of all factors entering 
into management’s decisions. 

D) Probe the deeper currents of economic 
affairs. 


Forecasting is still an art rather than 
a science, but through practice, per- 
severance, and developed judgment 
that art may be made very beneficial to 
business. 


Donan R. G. Cowan 
University of Michigan 
Ann Arbor, Michigan 
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Communications 


REJOINDER ON THE A & P CASE 


The communication of Maurice W. 
Lee (“The A. &. P. Case,” JouRNAL OF 
MARKETING, April, 1950, pp. 737-739) is 
such an instructive little example of 
methodological confusion that it de- 
serves a brief comment. 

1. Mr. Lee points to the Govern- 
ment’s victory in the courts as evidence 
that the A & P prosecution was in ac- 
cord with the policy of the Sherman 
Act. Obviously he has missed the most 
important point, which is that the facts 
were so badly misunderstood by the 
Government and the courts that even a 
correct intepretation of the law (assum- 
ing for the sake of argument that it was 
correct) would have led to a wrong 
result. 

2. It is quite true that high officials of 
the Department of Justice have strenu- 
ously denied that in the A & P or any 
other case they are attacking size or ef- 
ficiency or integration as such. They are 
only attacking “misuses” or “‘abuses.” 
But when one examines in detail the 
“abuses,” they turn out to be only a 


complicated way of describing size, ef- 
ficiency, and integration. Suppose a man 
told us that a certain geometric figure 
was continuous, two-dimensional, and 
symmetrical; that every point on the 


line describing it was equidistant from a 
certain fixed point inside the figure, and 
that at its widest this figure was two feet 
across. We should then have to say that 
he was describing a circle of area 3.14... 
square feet. He might strenuously deny 
this conclusion. His denial would be 
worth as much as the denials of the 
Justice officials. 

3. Mr. Lee reads us a little lecture on 
the theory of oligopoly price formation, 
concluding that fewness of sellers in a 
market may lead via collusion or tacit 
understandings to monopoly results. It 
then follows—or does it?—that one 
ought to crack down on buyers who 
have repeatedly disrupted oligopolies, 
and forced them into price competition. 

Mr. Lee’s trouble throughout is that 
he states generalities—which may be 
perfectly correct in themselves—without 
determining whether they fit the facts in 
question. “General propositions do not 
decide concrete cases.’”’ Mr. Lee’s dis- 
agreements with what he calls my “well- 
footnoted statements” might be taken 
seriously if he pointed to some errors in 
those statements. 

M. A. ADELMAN 
Massachusetts Institute of Technology 
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THE BEGINNINGS OF TEACHING MARKETING 
IN AMERICAN UNIVERSITIES 


I am writing this at the suggestion of 
my esteemed colleague, Professor P. D. 
Converse, for the purpose of correcting 
an omission in the accounts dealing with 
pioneering work of teaching marketing 
in American Universities. 

Professor L. D. H. Weld told us that 
“evidence seems to indicate that the 
subject was first taught at the Univer- 
sity of Michigan in 1902” (THE JOURNAL 
OF MARKETING, April 1941). Both he and 
Professor H. H: Maynard (idid.) con- 
sidered Professor E. D. Jones as the 
first man in the field; they overlooked 
the fact that substantially similar work 
has been started in the same year by 
Professor G. M. Fisk at the University 
of Illinois. It is obvious, also, that their 
investigation did not reach the Pacific 
Coast, where in the same academic year 
marketing courses began to be taught. 

In 1902-03 the work in economics 
at the University of California was 
placed in a newly created department 
with Professor A. C. Miller as its head. 
He added two men to his faculty, Wesley 
C. Mitchell and myself. I joined the 
staff in the second semester and one of 
the courses which I offered was ““The 
Technique of Trade and Commerce.” 

My qualifications for teaching the sub- 
ject were graduation from the School of 
Commerce in Odessa, Russia, and sub- 
sequent studies in the School of Political 
Science in Paris and in the Universities 
of Munich and Zurich; from the latter 
institution I received a doctor’s degree in 
public law and economics. Some knowl- 
edge of business practices in the United 
States was obtained by working as a cor- 
respondent and abstractor of Dun’s 
and Bradstreet’s mercantile reports, in 
the New York office of Botany Worsted 
Mills, and subsequently by being a 


cashier and bookkeeper in a retail store 
handling their dress goods and similar 
merchandise. 

Of course, this gave me but a limited 
amount of knowledge of the ways in 
which marketing of goods was carried 
on in the United States. In undertaking 
to teach the subject I acted on the as- 
sumption that marketing problems and 
methods do not differ in essentials from 
country to country, that fundamentals 
are the same irrespective of boundaries 
within which they are being applied. 

In order to familiarize myself with 
commercial institutions and their func- 
tions in the United States, however, I 
undertook to interview wholesalers, re- 
tailers, warehousemen, managers of in- 
dustrial concerns, transportation and ad- 
vertising agents, exporters, and import- 
ers. Here I met at first with some dis- 
appointment. A number of those whom 
I approached were reluctant to supply 
me with the information I was after. 
They conceded the desirability of having 
business schools teaching stenography, 
typewriting, and bookkeeping, but ques- 
tioned the wisdom of introducing in the 
universities courses dealing with the 
problems of merchandising and market- 
ing. These problems, according to them, 
could not be discussed effectively in a 
class room; knowledge had to be ac- 
quired in the field under the supervision 
of men of affairs. In meeting this argu- 
ment I pointed out that what they were 
favoring was a system of apprenticeship 
prevalent in many lines of endeavor in 
the past but discarded for more efficient 
methods with beneficial results to all 
concerned. Why should it not be tried 
out in preparing young men for business 
careers? 

Some refused to answer my questions 
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on the ground that by doing so they 
would give information which could be 
used by their competitors, less successful 
than themselves. I met this argument 
by calling their attention to the fact 
that successful business men had less to 
fear from intelligent competition based 
on knowledge than from the competition 
of those who were ignorant of how to 
carry on their business on a sound basis; 
such competition could result not only in 
the failure of the guilty concerns but in 
the disruption of the business as a whole. 
I pointed out that in professions, such 
as medicine and law, no fear of divulging 
secrets existed; physicians and lawyers 
were willing to share their knowledge 
with others entering the field, and it was 
through such sharing of knowledge that 
scientific advances have been made. 
Why should not business be placed on a 
professional basis? 

Such were some of my early experi- 
ences in contact with the business world 
on the Pacific Coast. I was therefore 
somewhat surprised to read in Professor 
Hagerty’s account of his experiences in 
the East and Midwest (jouRNAL OF 
MARKETING, July, 1936) that business 
men, when interviewed, gave informa- 
tion freely concerning their own business 
and that of others with which they were 
familiar. It suggested either my failure 
as an interviewer or a greater willingness 
of people in the East and Midwest to 
discuss their affairs with a university 
professor. However, further in his article 
Professor Hagerty stated that he suc- 
ceeded only when he exchanged infor- 
mation, that if he had nothing to give, 
he received nothing worth while, that he 
acquired all possible information of a 
man’s business before he interviewed 
him. This was substantially my own 
experience. 

Like Professor Jones, and a couple of 
years later Professor Hagerty, I was 


confronted with the task of teaching a 
course for which there was no literature 
in the English language. There were no 
books, and trade and technical journals 
as well as governmental publications 
contained very little information which 
could be used either in the preparation 
of lectures or in the giving of reading as- 
signments to the students. 

The works known to me covering the 
subject were mostly German treatises, 
by Cohn, Grunzel, and van der Borght. 
I used these as a guide in planning my 
course. As originally given, it was hybrid 
in character, and while it contained 
many features to be found in present day 
courses on marketing it left much to be 
desired both in its approach and in its 
handling of the various aspects of distrib- 
utive industries. 

The first few meetings were devoted 
to a discussion of how commerce was 


carried on in the past, the problems. 


which confronted the merchants of old, 
and how they met them. It was a dis- 
cussion of early institutions of com- 
merce. The brief introduction permitted 
me to point out in what ways existing 
mercantile activities resembled and how 
and why they differed from those of an- 
tiquity and mediaeval times. 

From caravans and convoys, from 
markets and fairs, from fortified settle- 
ments established by adventurous mer- 
chants in foreign lands, I passed to a con- 
sideration of modern methods of selling 
and buying goods. Here I included ex- 
porting and importing as an integral 
part of domestic business activities. The 
proximity of the port of San Francisco 
may have had something to do with the 
inclusion in my discussions of what has 
been termed foreign trade. I felt that 
this trade was not foreign to our na- 
tional economy; the handling of out- 
going and incoming products on docks 
and in piers, in warehouses and customs 
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houses, in stores where importations 
were competing with domestic mer- 
chandise, seemed to me to present prob- 
lems of salesmanship, advertising, and 
financing closely interwoven with na- 
tional distributive activities. If this be 
heresy, I plead guilty to it. 

When I started teaching, I found at 
my disposal a few elementary text books 
in the English language which gave the 
forms and described the contents of 
business papers and documents. I used 
these as an entering wedge for familiar- 
izing students with activities leading to 
the employment of documents and with 
functions performed by each. Thus in 
connection with warehouse receipts I 
dwelt on the need for the storing of goods 
on their way from sellers to buyers, on the 
ways in which receipts facilitated the 
transfer of commodities; the bill of 
lading gave an opportunity to consider 
the overcoming of distances separating 
supply and demand, the creation of 
place utilities; the bill of exchange led 
to the study of the financing of business 
transactions. It was a roundabout 
method, but it worked fairly well. I 
abandoned it after two semesters, when 
I proceeded to deal directly with the re- 
lation of marketing to other business 
activities, with the status and character- 
istics of market distribution as it was or- 
ganized by producers of industrial raw 
materials and by sellers of agricultural 
commodities, by the manufacturers and 
by the various classes of middlemen. 
Here the work of produce exchanges 
with their dealings in graded standard- 
ized commodities and with their hedging 
operations received special, justifiable 
attention. Somewhat less justifiable was 
the rather lengthy consideration given to 
chambers of commerce, expositions, 
commercial museums, and various as- 
pects of partnerships and corporations. 

Students were assigned to write papers 


on such topics as direct sales versus sales 
through intermediaries, the activities of 
the broker as distinct from those of a 
commission merchant, commercial tray- 
elers, advertising agencies, the signifi- 
cance of trademarks to producers and 
to consumers, the strong and weak 
points of (a) department stores, (b) 
specialty stores, (c) chain stores, (d) 
neighborhood stores, (e) cooperative 
stores, functions of the credit man, 
sources of credit information, etc. Stu- 
dents seemed interested in gathering 
material for such papers and presenting 
the results of their work to the class; in- 
teresting discussions followed the pres- 
entation of papers. 

Concurrently with the course on 
“The Technique of Trade and Com- 
merce” I gave one on “Modern Indus- 
tries,” and it was not long before I suc- 
ceeded in enlisting a sympathetic in- 
terest in what I was attempting to do in 
a number of business men on both sides 
of the San Francisco Bay. The attitude 
of doubt and indifference changed to 
that of desire to be of assistance and 
when I undertook to supplement class 
instruction with visits to various in- 
dustrial and commercial concerns, I 
found the doors wide open and those in 
charge of operations willing to explain 
to the students the how and the why of 
what they were doing. 

However faltering may have been my 
early steps in evolving a course on 
Marketing and whatever may have been 
the faults of omission and commission by 
including in it items but remotely con- 
nected with a study of distributive ac- 
tivities, there was one guiding principle 
to which I strove to adhere; it was that 
business courses in colleges should deal 
with fundamentals rooted in the science 
of economics, and that concurrently 
with providing students with technical 
knowledge should go an effort of edu- 
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cating men whose success should be 
based on correct thinking and straight- 
forward acting, an effort to train men 
for useful citizenship, for intelligent up- 
right living. 

In 1903-04 the University of Cali- 
fornia established a College of Com- 
merce. To the course on the ““Technique 
of Trade,” I added one on “Business 
Forms and Practice” which permitted 
me to discuss in the first course more 
directly the problems of the organiza- 
tion of distributive activities. I con- 
tinued to consider many aspects of 
foreign as well as of domestic trade, 
with the exception of having eliminated 
questions of transportation and com- 
munication in the service of commerce, 


which formed the basis of another 
course. 

Two books appeared in 1906 which 
eased somewhat the situation from the 
standpoint of reading material for the 
students, one by S. E. Sparling on “‘Busi- 
ness Organization” and the other by 
W. A. Pendergast on “Credit and Its 
Uses.” 

My connection with the University of 
California was severed in 1908 when I 
was called to Illinois to take over the 
work which had been carried on by 
Professor Fisk. 

Simon LiTMAN 
Professor of Economics, Emeritus 
University of Illinois 
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Research in Marketing 


Editor ORIN E. BURLEY 


Editorial Staff: R. Barres, Ohio State University; RicHarp M. CLewetrt, 
Northwestern University; J. H. Lorie, University of Chicago; J. R. Ric- 
GLEMAN, U. S. Department of Commerce. Initials of staff members, in brack- 
ets following subject headings, identify the reviewers of the individual 


Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall and, also, 
by a serial number within the class. 

Readers interested in securing copies of 
the publications mentioned in the following 
pages should address their requests to the 
respective publishers—THE JOURNAL does 
not have copies for sale or distribution. 

Members of the American Marketing 
Association who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List or GENERAL HEADINGS 


. Advertising 

. Selling—Personal 

. Industrial Marketing 

. Marketing Farm Products 

. Marketing Minerals 

. Marketing Services 

. Producers’ Marketing of Consumer 
Goods 

. Product Analysis 

. Consumer Studies 

. Cost of Marketing 

. Foreign Trade 

. Cooperative Marketing 

. Credit—Mercantile and Retail 

. Retailing 

. Transportation 

. Warehousing 

. Wholesaling 

. Federal, State, Local Regulation 

. Taxation 

. Marketing Theory 
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21. Prices and Price Policies 
22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Summer Ads: 15 per cent More Effec- 
tive. R. L. Edsall, Sales Management, 
May 20, 1950. [R.M.c] 


Covering the 312 issues of Life, The Satur- 
day Evening Post, and Time appearing in 
1948 and 1949 the investigator studied the 
readership of thick versus thin issues of the 
same magazine and found that thin issues 
offer the advertiser the greatest number of 
readers per dollar of space cost, thus verify- 
ing the basic finding of the 1943 Starch 
study. Edsall does not recommend adver- 
tising only in thin issues or using only those 
magazines which are thinner the year around. 
It is suggested that a regular cycle be used 
and that several possible starting dates be 
considered in the attempt to include in the 
schedule the greatest number of thin issues, 
unless a powerful seasonal element in sales 
makes it wise to cover a particular time 
period. 

For those advertisers who are interested 
in getting an advertising bonus Edsall indi- 
cates the usual pattern for the appearance 
of thin issues of Life and The Saturday 
Evening Post. “January issues and the first 
one in February tend to be thin. Most of 
February and the first of March issues are 
about average. Most of March through June 
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15 tend to be thick. The last two issues in 
June are about average. July, August and 
Labor Day issues tend to be thin. Most 
September issues through December 14 tend 
to be thick, but a good many are average. 
The last two issues in the year are thin.” 

A Sales Management editor’s note indicates 
that while the analysis applies to three 
weekly magazines “‘there is strong evidence 
that the conclusions are valid for monthly 
magazines, radio and newspapers.” Some of 
this evidence is included in the closing para- 
graphs of the article. 

The method used in this study was that 
of classifying issues as to degree of thickness 
or thinness according to percentage variation 
in the number of ads, one-half page or larger, 
from the average number of such ads per 
issue for the year in question. Starch calcula- 
tions of the average ‘‘readers per dollar’ 
for all ads in each issue were then classified 
according to the degree of percentage varia- 
tion from the average “readers per dollar” 
for the year for the particular magazine 
being studied. Tabular presentation of the 
results were studied and conclusions drawn. 
In contrast to his method Edsall says, 
“Starch took the actual percentages of those 
who ‘saw and associated’ each ad, and 
graphed a curve of what happened from the 
thinnest issue they encountered (with about 
10 ads one-half page or larger) to the thick- 
est (with about 100 such ads). They worked 
out a pattern of steadily declining readership 
from the maximum in the 1o-ad issue, aver- 
aging 1.5% lower ‘seen-associated’ for each 
extra 10 ads in the issue.” 


1.2 How Foote, Cone and Belding Evaluates 
Media Research. H. E. Green, 
Printers’ Ink, June 2, 1950. [R.M.c.] 


Advertising agencies and media under- 
taking research projects for promotional 
purposes will be interested in learning how 
the research department of one agency 
evaluates publishers’ surveys. Also of inter- 
est are the results and benefits of such evalu- 
ation. Out of 63 surveys, only three were 
rated excellent; 16 acceptable; 15 partially 
acceptable; and 29 were judged -utterly 
worthless. The most common weaknesses 


were (I) an improper concept of what is 
useful; (2) faulty research direction, usually 
by unqualified personnel on the publisher’s 
staff; (3) not enough money spent to do the 
job right; (4) faulty methods, such as (a) 
unrepresentative sample, (b) poor question- 
naire, (c) wrong investigation technique and 
(d) sample size inadequate; and (5) poor 
reporting in study—failure to indicate limi- 
tations and shortcomings, faulty compar- 
ative material, insufficient additional infor- 
mation, withholding data, misleading presen- 
tation. 

Now all publishers’ research studies must 
be approved by the agency’s research de- 
partment before they can be used in media 
sales presentations anywhere in the agency. 
This results in more careful research by 
media, more accurate space-buying and 
marketing decisions, and a considerable 
saving in time for key agency people. 


1.3 Production of R.O.P. Color in The 
Milwaukee Journal. The Milwaukee 
Journal, Milwaukee, 1950, pp. 177. 
($2.50). [R.B.] 


The purpose of the publishers of this book 
was to present an account of one company’s 
experience as a leader in the development of 
R.O.P. (run of press) color. The book in- 
cludes the following features: 


a. The history of color in newspapers. 

b. An analysis of the nature of color, its 
association values, and use which has 
been made of it in different social and 
racial groups. 

c. Brief case studies of advertisers who 
have made profitable use of color in 
newspaper advertising. 

d. A description of The Milwaukee Four- 
nal’s facilities and organization for pro- 
ducing R.O.P. color. 

e. Guidance suggestions for advertisers 
and agencies who may contemplate 
using color in this manner. 

f. An exposition of the R.O.P. color 
process, intended to be helpful to other 
publishers, to their equipment suppliers, 
and to their artisans. 

g. Numerous color tone sheets illustrating 
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the work which The Milwaukee Fournal 
has done in this field in recent years. 


Because this book has been published by 
an organization which might stand to benefit 
from the publicity gained therefrom, it may 
be emphasized that its content is mainly 
factual and therefore useful to a variety of 
individuals. While probably encouraging the 
use of R.O.P. color through the better under- 
standing of it, the book also gives this word 
of caution: “Experience also had shown 
that color added to a poor black and white 
ad made it worse, not better. Improperly 
used, color could often make even a good 
black and white ad bad. Good layout men, 
thrilled with the opportunity to use color, 
concentrated on it and sometimes forgot 
their fundamental training and knowledge of 
good design, headline and copywriting.” 


1.4 Advertising Research Foundation, Inc. 
(New York 18: 11 W. 42nd. Street.) 
Research studies recently completed: 
[0.£.B.] 


13-Study Summary, Continuing Study of 
Transportation Advertising. Published May 
1950. 

Study 138, Continuing Study of News- 
paper Reading, based on survey of April 21, 
1950 issue of New Britain Herald. Pub- 
lished June 1950. 

Study 2, Continuing Study of Business 
Papers, based on survey of February 1950 
issue of American Builder. Published August 
1950. 

Study 3, Continuing Study of Business 
Papers, based on survey of March 6, 1950 
issue of American Machinist. Scheduled for 
September publication. 

Study 4, Continuing Study of Business 
Papers, based on survey of March 1950, 
issue of Chemical Engineering. Scheduled 
for October publication. 

Study No. 13, Continuing Study of Farm 
Publications, based on survey of April 15, 
1950, issue of Wisconsin Agriculturist and 
Farmer.Scheduled for September publication. 


3. INDUSTRIAL MARKETING 


3-1 Organizing and Managing Industrial 
Marketing Research. B. E. Estes, 


Jr., Industrial Marketing, May, 1950. 
[R.M.C.] 


The minimum requirements for effectively 
organizing and managing an_ industrial 
marketing research staff suggested by the 
Director of Commercial Research of the 
United States Steel Corporation are indi- 
cated here: 


1. Set a specific objective which is agreed 
upon and understood by top manage- 
ment. 

2. At the outset decide upon the staff 
functions necessary to achieve the 
stated objective. 

3. Plan the organization necessary to 
perform these functions, and in choos- 
ing personnel fit the man to the job, not 
the job to the man. 


Regarding the second requirement, the 
importance of writing out the functions in 
specific language, obtaining a complete 
understanding of them by all concerned, 
and the importance of revising them after 
study are emphasized. U. S. Steel found that 
the statistical organization attached to the 
accounting or controller’s department was 
much better equipped to perform this func- 
tion than its own personnel and conse- 
quently eliminated statistical work as a func- 
tion of its commercial research department. 
The functions finally decided upon were 
grouped as follows: (1) administrative; (2) 
commercial research data; (3) market eco- 
nomics; (4) commercial performance; and 
(5) company liaison. 


4. MARKETING FARM PRODUCTS 


4.1 Marketing Grain Through A Grain Ex- 
change. (Chicago, 4: The Chicago 
Board of Trade, Educational Depart- 
ment, Chicago, Ill.) 1950. [R.B.] 


Prepared by the University of Illinois in 
cooperation with the Chicago Board of 
Trade, this pamphlet describes and _ illus- 
trates clearly some of the functions of the 
grain exchange. It would be a useful educa- 
tional aid in classroom presentation and a 
benefit to anyone interested in the operation 
of this institution. 

The following are questions which it takes 
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up: What is a Grain Exchange? How is 
Grain Marketed Through a Country Ele- 
vator? How Does the Cash Market Operate 
at the Grain Exchange? How Does a Futures 
Market Operate? What is Hedging? What 
Does a Futures Market Mean to the Farmer? 
What Does Speculation Mean to the Grain 
Industry? What Economic Factors Influ- 
ence Grain Prices? 


7. PRODUCERS’ MARKETING OF CON- 
SUMER GOODS 


7.1 The Demand for Consumers’ Durable 
Goods. L. Jay Atkinson, Survey of 
Current Business, June, 1950. [J.H.L.] 


In the statistical study of demand for auto- 
mobiles and electrical household appliances, 
current disposable income, the preceding 
year’s disposable income, and the ratio of 
the price of the item to the general price 
level were considered as the determining 
factors (independent variables). The sales 
of all items are currently higher than would 
be expected on the basis of historical rela- 
tionships between the independent variables 
and sales. The higher-than-calculated sales 
of automobiles are plausibly accounted for 
by the high average age of cars in use. The 
higher-than-calculated sales of household 
appliances are plausibly accounted for by 
the unusually high rate of family formation 
and residence construction. 


7.2 The Postwar Furniture Market and the 
Factors Determining Demand. Walter 
Jacobs and Clement Winston, Survey 
of Current Business, May, 1950. 
[J.H.L.] 


Current expenditures on furniture are at 
their post-war high, at an annual rate of 
about three billion dollars. Disposable per- 
sonal income per household, the value of 
private residential construction per house- 
hold, and the ratio of furniture prices to the 
prices of all consumer goods and services 
accounted for about 99 per cent of all the 
variation in purchases of furniture in the 
period 1923-40. A one per cent change in 
disposable income was associated with a 
slightly more than one per cent change in 
furniture purchases; a one per cent change 


in construction, with about one-sixth of one 
per cent change in furniture purchases; a one 
per cent change in the price ratio, with an 
opposite change of about one-half of one per 
cent in furniture purchases. During the war 
the relationship between these variables and 
furniture purchases was less close, pre- 
sumably because shortages created an un- 
satisfied demand. 


9. CONSUMER STUDIES 


9.1 Board of Governors of the Federal Re- 
serve System. Washington, D. C. 


[J.R.R.] 


A preliminary summary of the Federal 
Reserve 1950 “Survey of Consumer Fi- 
nances” is now available, based on approxi- 
mately 3,000 interviews made during Janu- 
ary and February in 66 sampling areas 
throughout the country, including the 12 
largest metropolitan areas. An additional 500 
interviews will be added in the final figures, 
but it is believed that the following present 
conclusions will not be substantially altered: 

1. Consumer plans to purchase houses, 
automobiles, and other selected durable 
goods in 1950 appear, on the whole, at least 
equal in early 1950 to those expressed at the 
beginning of 1949 and again in mid-summer. 

2. Personal income expectations for 1950 
were generally as optimistic as a year earlier 
despite some increased frequency of lower 
current incomes. 

3. Greater uncertainty was evidenced as 
to the general business outlook for 1950 
than at the beginning of 1949, but optimism 
was greater than before the business adjust- 
ments in the first half of 1949. 

4. A belief that prices will fall in 190 is 
widely held, especially with regard to auto- 
mobiles and large household items, but the 
number expressing this belief is down sharply 
from six months and a year ago. 

The following reprints are available with- 
out charge from the Board of Governors of 
the Federal Reserve System, Washington, 
25, D. C.: 1950 Survey of Consumer 
Finances; 1949 Survey of Consumer Fi- 
nances; 1948 Survey Consumer Finances; 
1947 Survey of Consumer Finances; A 
National Survey of Liquid Assets; Values 
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and Limitations of Consumer Financial 


Surveys for Economic Research; Surveys of 
Liquid Asset Holdings. 


9.2 University of Pittsburgh. (Pittsburgh, 
Pennsylvania.) Women’s and Misses’ 
Shoe Survey. Harrie F. Lewis. April, 
1950. [0.£.B.] Pp. 19. $1.00. 
Organized along the lines of a former sur- 
vey on millinery, this survey deals with pur- 
chasing habits, gives a copy of the question- 
naire used, and a full description of method. 
The principal source used is the Pitts- 
burgh Consumer Panel, a group of 400 
families who kept records of shoe purchases 
for a 31-month period ending with August, 
1949. 


9.3 Coronet. (488 Madison Avenue, New 
York, 22, New York.) The Coronet 
Market. A National Study. Alfred 
Politz Research, Inc. 1950. Pp. 58. 
[0.£.B.] 


The primary purpose of this study is to 
provide qualitative data on the character- 
istics of Coronet magazine’s reader-families. 
(A Coronet family was any family into whose 
home one or more of three specified issues of 
the magazine had come.) 

A probability sample of 11,000 house- 
holds was covered by personal interviews 
during the period October-December, 1949. 
Among the facts given and compared with 
national averages are the sex and age of 
household members or heads, family income, 
education, and ownership of homes, auto- 
mobiles, and appliances. 


A National Study of Coronet Household 
Characteristics. Pp. 52. 


This is the technical version of the above 
study, giving a few additional facts and an 
explanation of the technique used. 


9-4 Farm Journal. (Washington Square, 
Philadelphia 5, Pennsylvania.) Shoe 
Survey. [0.£.B.] 


This survey gives data on women’s shoes 
and bedroom slippers bought by Pathfinder 
women subscribers in 1949, with information 
on brands purchased, months purchases 
were made, and prices paid. Compilation of 


data was made from 295 questionnaires 
returned to the magazine. 

The Yournal has under way similar stud- 
ies on men’s shirts, on tools, and on automo- 
tive accessories. 


980 Agents Report on Fire and Casualty In- 
surance. Pp. 123. 


This survey was conducted by question- 
naire among fire and casualty insurance 
agents in towns of under 25,000 population. 
It deals with selling aids and practices in the 
small town and farm area market, and with 
reactions to national advertising and to 
socialized insurance. 


11. FOREIGN TRADE 


11.2 United States Department of Com- 
merce—Office of Industry and Com- 
merce. Washington, D. C. Selling 
in the United States Market. [}.R.8.] 


A marketing guide book is being prepared 
for manufacturers under the above title. 
This book will describe in outline fashion 
how to develop and market products in the 
United States. It will cover the nature and 
scope of the market, distribution channels 
and facilities, and development of a market- 
ing program with numerous cases to illus- 
trate the various methods and procedures. 
It is planned to have the report ready for 
release later in the present year. 


11.2 J. Walter Thompson Company. (New 
York, N. Y.) The U.S.A. Market 
for Overseas Goods. July, 1950. Pp. 
42. [0.£.B.] 


Written for overseas manufacturers who 
are interested in the American market, 
this booklet gives essential data on the size 
and characteristics of regional markets as 
differentiated from the national market, and 
of consumer markets as differentiated from 
farm and industrial markets. 

It describes suitable advertising media 
and explains the attitude of Americans to- 
ward products exporters could offer. Cover- 
ing a good deal of ground, it is still specific 
enough to show even the number of rolls of 
wax paper bought by a typical family of 
four in a year, and the number of fishing 
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licences bought annually in this country. 

The study includes an alphabetical list 
of items which offer the best opportunities 
here and estimates the opportunities for 
increasing overseas travel. 


15. TRANSPORTATION 


15.1 United States Department of Com- 
merce—Bureau of Public Roads. 
Highway Statistics, 1948. (Available 
from Superintendent of Documents, 
Washington, D. C.) [j.R.R.] 


The fourth of a bulletin series presenting 
annual statistical and analytical tables of 
value to those interested in highway trans- 
portation has recently been issued. The 126- 
page bulletin includes tables on motor-fuel 
consumption, usage, and taxes; motor-vehicle 
registrations, receipts, and travel; disposi- 
tion of highway-user imposts; State highway 
finances and indebtedness; mileage of public 
roads and streets, classified by system and 
surface type; and mileage, funds, and em- 
ployment involved in the Federal-aid high- 
way program. Most of the data are reported 
by States. 


15.2 Clark University. (Worcester, Massa- 
chusetts.) Parking and Transporta- 
tion Practices and Opinions of Occu- 
pants of Downtown Office Buildings, 
Worcester, Massachusetts. Directed by 
Prof. Eugene J. Kelley. April, 1950. 
Pp. 21. [0.£.B.] 


This is a report for the downtown traffic 
committee of the Worcester Chamber of 
Commerce. It covers the occupants of 303 
offices, of a total of 608 offices in six buildings. 
The majority of workers were willing to pay 
$.25 or more for off-street parking facilities. 


17. WHOLESALING 


17.1 United States Department of Com- 
merce. Washington, D. C. Operating 
as a Manufacturer’s Agent. (Available 
from the U.S. Dept. of Commerce. 
No charge.) May, 1950. 8 pp. [J.R.R.] 


This report outlines valuable information 
for one interested in becoming a sales repre- 


sentative, resident agent, merchandise 
broker, or export agent. 


18. FEDERAL, STATE, LOCAL REGULA- 
TION 


18.1 United States Department of Agricul- 
ture—Production and Marketing Ad- 
ministration. Variations in State 
Standards and Grades for Eggs. 
(Available upon request from the 
Information Branch, Production and 
Marketing Administration, Wash- 
ington 25, D. C.) [y.r.R.] 


This report describes the variations in 
State regulations with regard to (1) stand- 
ards of interior quality, (2) provisions for 
candling, (3) terms designating size and 
weight classses, and (4) labeling of fresh, 
storage, out-of-town, and foreign eggs. 


22. GENERAL MARKET STATISTICS 


22.1 United States Department of Com- 
merce—Office of Industry and Com- 
merce. Washington, D. C. “Market 
Research Sources.” [J.R.R.] 


A new edition of Market Research Sources 
will be ready for release in the fall of 1950. 
Market Research Sources is an up-to-date 
handbook of governmental and nongov- 
ernmental sources of statistical and other 
information helpful in analyzing markets, 
setting sales quotas, determining market 
potentials, laying out advertising cam- 
paigns, and solving other marketing prob- 
lems. It is being prepared in response to 
widespread requests for such information 
from sales, advertising, and other marketing 
executives as well as from publishers and 
teachers, and its preparation is being accel- 
erated because of the need expressed in view 
of intensive selling and marketing programs 
planned by business for next year. 


22.2 United States Department of Com- 
merce—Office of Industry and Com- 
merce. Economic Development Atlas— 
Recent Changes in Regions and States. 
(Available from Superintendent of 
Documents, Government Printing 
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Office, Washington 25, D. C. Price 
75 cents. 31 pp.) [J.R.R.] 


This set of statistical maps and tables 
has recently been published. The subjects 
covered include population, manufacturing, 
labor, size of farms, income payments, 
and prices. The changes are shown for nine 
regions and the various states. In each case, 
the national rate of change has been used as 
a standard of comparison. 


22.3 United States Department of Com- 
merce—Bureau of the Census. Wash- 
ington, D. C. (Available from Super- 
intendent of Documents, Washing- 
ton 25, D. C., price $1.50 for 4 con- 
secutive issues.) [J.R.R.] 


The results of the 1948 Census of Business 
are now being released. Data are being made 
available during 1950 in four general sets of 
reports: (1) preliminary county releases and 
summary state releases largely during first 
and second quarters of the year; (2) final 
area bulletins (states, including data for 
counties and cities), mostly during the third 
quarter; (3) Subject Bulletins, and (4) 
Trade Bulletins. Detailed information on 
reports and prices is given in the quarterly 


“Census Publications Catalog and Subject 
Guide.” 


22.4 United States Department of Com- 
merce—Bureau of Foreign and Do- 
mestic Commerce Foreign Commerce 
Yearbook, 1947. (Available from Su- 
perintendent of Documents Govern- 
ment Printing Office, Washington 25, 
D. C. Price $2.00. 593 pp.) [J.R.R.] 


With this publication, the annual series 
of prewar years is resumed. This volume 
retains the same format as that of preceding 
issues. It contains compilations of foreign 
trade statistics and related economic and 
financial data for 68 countries. 


22.5 Changes in Population Distribution 
Since 1940. Donald J. Bogue, 4meri- 


can Fournal of Sociology, July, 1950. 
[J.H.L.] 


Metropolitan areas in the United States 


have, since 1940, increased in population by 
an amount almost equal to the total increase 
in the United States. Fifty-five per cent of 
the population now live in metropolitan 
areas. The South, Central, and Mountain 
states had the greatest differential in the 
rates of increase in metropolitan and non- 
metropolitan areas. The non-metropolitan 
areas without cities declined most rapidly, 
approximately nine per cent since 1940, 

The growth of metropolitan areas in the 
1940’s was at an annual rate about twice 
that of the 1930’s and slightly less than the 
annual rate of the 1920’s. The medium- 
sized metropolitan areas (central cities 
100,000-499,999) had the greatest annual 
rate of growth. For metropolitan areas of 
all sizes, central cities have grown much 
less rapidly than their suburbs and fringes. 
Metropolitan areas in the Northeast have 
grown much less rapidly than such areas in 
the South and West. 

In the non-metropolitan areas, there was 
a high, positive correlation between the size 
of the central city, the areas, and their rates 
of growth. The regional differentials which 
existed for metropolitan areas existed also 
for non-metropolitan areas. 

The foregoing estimates were based on 
techniques which cannot be rigorously tested 
until after the publication of the 1950 census. 


23. MARKET AREA STUDIES 


23.1 United States Department of Com- 
merce—Bureau of the Census. Wash- 
ington, D. C. (Available from the 
Superintendent of Documents, Wash- 
ington 25, D. C.) [j.R.R.] 


Publication plans for the series of Area 
Bulletins containing data from the 1948 
Census of Business to be issued during the 
summer of 1950 has been announced. The 
Area Bulletins will contain final figures, 
replacing the preliminary county releases 
issued earlier. The series of Area Bulletins 
will include separate bulletins for each of 
the three major trades (retail, wholesale, 
service) for the United States as a whole, 
each state, and the District of Columbia. 
For Alaska and Hawaii, single bulletins will 
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be issued covering all three trade visions. 
The United States summary bulletins for 
each trade division will include two tables— 
one presenting information by detailed kinds 
of business and the other trade division 
totals by States. Data from the 1939 Census 
of Business will be presented for comparison. 


23.2 When the Salesman Complains, ‘‘My 
Quota is Too High.” R. D. Crisp, 
Sales Management, May 1, 1950. 
[R.M.C.] 


Firms basing estimates of territorial po- 
tentials and evaluations of territorial sales 
performance upon general market indexes, 
such as those appearing in Sales Manage- 
ment’s Survey of Buying Power, might profit- 
ably investigate city-size variations in the 
per capita consumption of their products. 
Because the national average consumption 
rate for a product fails to reflect city-size 
variations its use may result in a misdirection 
of marketing effort as well as the establish- 
ment of unsatisfactory sales quotas. Just 
how serious this can be is shown in a specific 
case. Crisp concludes that (1) there are con- 
sumption variations for most products; (2) 
that information relating to consumption 
variations is available on a wide variety 
of products; and (3) that most companies 
simply need to dig for the sources. 


23.3 University of Maryland. (College Park, 
Maryland.) Metropolitan Washing- 
ton after 150 Years: Its Economic 
Expansion. Volume IV, No. 1, in 
Studies in Business and Economics.” 
June, 1950. [0.£.B.] 


This study gives details of the economic 
changes in Washington, D. C., and the sur- 
rounding area mainly for the years 1935- 
1950, without, of course, including data from 
the 1950 census. It compares the Washing- 
ton metropolitan area with the District of 
Columbia; Arlington, Fairfax and Alexandria 
counties, Virginia; and Montgomery and 
Prince Georges counties, Maryland. A con- 
siderable number of graphs, charts, and maps 
are included. 


Retail Price Distributions. Volume IV, No. 2, 


in “Studies in Business and Economics.” 
September, 1950. 


23.4 The South Bend Tribune. (South Bend, 
Indiana.) Test Town, U. S. 4. May 
15, 1950. Pp. 42. [0.£.B.] 

A more explicit sequel to the Tribune’s 
“Standard Market Data” folder published 
previously, this booklet gives facts on popu- 
lation, income and buying power, retail sales, 
newspaper and magazine circulation, and 
employment in the South Bend market. 
Included in the market are the Indiana coun- 
ties of St. Joseph, Elkhart, LaPorte, Mar- 
shall, and Starke; and the Michigan counties 
of Berrien and Cass. It will be sent on re- 
quest, and the Tribune welcomes additional 
questions on the South Bend market. 


23.5 United States Department of Com- 
merce, Washington, D. C. (Available 
from the U. S. Department of Com- 
merce Regional Office, 307 Custom- 
house, Washington and Battery 
streets, San Francisco 11, Calif. 
[J.R.R.] 


“Western Apparel Market, Your Billion 
Dollar Opportunity” Analysis prepared for 
The Pacific Coast Garment Manufacturers 
Association, 1950, II pp. 

“Analyzing Opportunities for Expanding 
Business and Employment in Your Com- 
munity (with selected list of publications).” 
February 1950. 5 pp. 


23.6 The Pennsylvania State College (State 
College, Pa.) Bureau of Business Re- 
search. [0.£.B.] 


Studies recently completed under the 
direction of the Bureau of Business Research: 

Roger B. Saylor, “An Economic Survey 
of Indiana County, Pennsylvania,” pp. 85 
(multilith). 

Roger B. Saylor, ““An Economic Survey 
of Venango County, Pennsylvania,” pp. 
89 (multilith). 


23.7 An Analysis of Iowa Income Payments 
by Counties. Robert H. Johnson. 
(Iowa City: Bureau of Business and 
Economic Research, State Univer- 
sity of Iowa, March, 1950.) [R.B.] 
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What the National Income Division, U. 
S. Department of Commerce, has done in 
estimating “income payments to individuals” 
in the 48 states and the District of Columbia, 
the compilers of this monograph have under- 
taken to do for the smaller area of counties 
within Iowa. The value of the study lies in 
the factual information it furnishes and in 
the illustration it provides of the adaptation 
of a research technique to small area studies. 

It is suggested in the foreword of the mono- 
graph that several uses might be made 
of such data: for the formulation of public 
and private programs designed to increase 
per capita incomes and to improve the sta- 
bility of the state’s economic life; for guid- 
ance in government administration, and for 
the location of new businesses. Describing 
income changes in Iowa during the past 
20 years, comparing those changes with 
national trends, and featuring especially 
income differences within the State between 
1939 and 1947, these data will also un- 
doubtedly suggest additional uses to users 
thereof. 

It will be noted that the subject of the 
study is “income payments to individuals,” 
which comprise receipts of residents of the 
state in the form of (1) wages and salaries, 
(2) profits from unincorporated businesses, 
including farms, (3) earnings from property, 
i.e., dividends, interest, and net rents and 
royalties, and (4) other (chiefly government 
transfer) payments. The series is expressed 
in terms of current dollars and consequently 
does not measure actual purchasing power. 
No deduction from the income payments is 
made for taxes. 


23.8 United States Department of Com- 
merce, Washington, D. C. Selecting 
the Market Area to be Covered by a 
Wholesaler. May 1950. 5 pp. (Avail- 
able from the U. S. Dept. of Com- 
merce, Washington 25, D. C. No 
charge.) [J.R.R.] 


23.9 University of Washington, Bureau of 
Business Research. (Seattle 3, Wash- 
ington.) Studies recently completed 
under the direction of the Bureau of 
Business Research: [0.£.B.] 


Axel E. Strom, “Yakima Valley Industrial 
Survey,” June, 1950. (192 pp., including 88 
tables, 14 charts, 1 map. Price $1.00.) 

Stanley M. Oberg, “Industrial Potential 
of Grant County, Washington,” (Approxi- 
mately 150 typewritten pages, 76 tables, 8 
maps, 7 charts.) October, 1950. 

Bayard O. Wheeler, “A Study of the 
Financing of Housing Construction in 
Northwest Cities,” November, 1950. 

John E. Pearce, “The Zinc Industry and 
the Pacific Northwest,” (Approximate length 
100 pages, 15-20 maps and charts), Septem- 
ber, 1950. 

Endel J. Klode, “An Economic Study of 
the Washington Coal Mining Industry,” 
(Approximate length 150 pages, 25-30 tables, 
and 12-18 charts), September, 1950. 

N. H. Engle, ‘‘Analysis of Family Income 
in Greater Seattle, Kent, and Auburn, 
Washington,” fall, 1950. 


24. RESEARCH TECHNIQUE 


24.1 How Good is the Business Census? 
J. M. Gould, Sales Management, 
June 1, 1950. [R.M.c.] 


Improvements in, and possible pitfalls of 
the 1948 Census of Business are indicated 
in this article by Dr. Gould, who is Chief 
of the Market Analysis Department of the 
Econometric Institute, Inc., and Research 
Director for the Sales Management Annual 
Survey of Buying Power. 

Two innovations should improve the cur- 
rent Census of Business. Payment of enu- 
merators by the day rather than on a piece- 
work basis should result in more complete 
coverage of the universe and “a detailed 
‘post-enumeration survey’ taken by the Cen- 
sus Bureau of a random selection of 17,000 
units representing a one-half of one per cent 
‘miniature’ of the entire national trade and 
service structure” will make possible a final 
check on the accuracy of the 1948 Census of 
Business. 

Administrative and legal limitations im- 
posed upon the Census result in certain 
weaknesses in Census statistics for market- 
ing purposes. The “disclosure” prohibition 
and the allocation, by the Census, of total 
sales of multi-unit firms to the various out- 
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lets in which the business originates limit 
the usefulness of Census statistics relating 
to specific areas. While it is reported that the 
maximum degree of cooperation was ob- 
tained from executives of large chains in the 
problem of regional allocation, apparently 
there still remains some question as to the 
usefulness of these figures for some purposes. 
The method of reporting mail-order sales 
does not give an accurate picture of where 
these sales originated and distorts retail sales 
figures for those areas in which mail-order 
headquarters or branches are located. Cata- 
log sales made from the catalog departments 
of mail-order house retail stores are reported 
to the Census as part of the sales of the 
branch which eventually fills and ships such 
orders. 

How a market research man can get into 
trouble in using some Census statistics is 
illustrated by citing the recently released 
retail sales data for Delaware which Gould 
shows are out-of-line because of sales by 
cigarette mail-order houses to out-of-state 
customers, and consequently of questionable 
value for some market research purposes. 

“Such inconsistencies as exist in Census 
data may escape detection because, as in the 
present (Delaware) instance, the Census 
cannot publish the detail necessary to eval- 
uate its magnitude. Yet it is part of the func- 
tion of the market research man who wants 
to use such data, particularly for problems of 
setting sales quotas, to make the necessary 
adjustments, no matter how crude, so that 
regional sales totals bear a somewhat reason- 
able relation to the local demand for retail 
commodities.” 


23.2 A Study of Interviewer Bias as Related 
to Interviewers’ Expectations and 
Own Opinions. Dale F. Wyatt and 
Donald T. Campbell, International 
Fournal of Opinion and Attitude 
Research, Spring, 1950. [J.H.L.] 


A study, undertaken to test the hypotheses 
that interviewers’ expectations and inter- 
viewers’ opinions bias survey results, failed to 
indicate significant relationships between ex- 
pectations and opinions and the findings of 
the survey. The study was restricted to a 


single community and employed inexperi- 
enced, student interviewers who did not 
have strong expectations regarding some of 
the items covered by the survey. 


24.3 Economic Areas as a Tool for Research 
and Planning. Donald J. Bogue, 
American Sociological Review, June, 
19§0. [J.H.L.] 


Social investigators have often been ham- 
pered in their work because of the fact that 
the data reported by most governmental 
agencies is by political areas rather than by 
areas having a greater degree of social and/or 
economic integration. In order to overcome 
this deficiency in governmental data, the 
United States Bureau of the Census in the 
1950 census has established 441 so-called 
“Economic Areas.” Two types of areas, each 
consisting of counties, have been defined. 
Metropolitan Economic Areas consist of 
counties containing cities of 50,000 or more 
and of adjacent counties economically inte- 
grated with the city and having in combina- 
tion with the city a population exceeding 
100,000. Non-metropolitan Economic Areas 
consist of contiguous groups of the remaining 
counties. The groups are defined to include 
integrated socio-economic units. The aim in 
defining these groups was to achieve a maxi- 
mum intra-group homogeneity with respect 
to a range of economic and sociological char- 
acteristics. Even the partial achievement of 
this aim will facilitate the statistical descrip- 
tion and analysis of the population and of 
relationships between sub-groups of the 
population. 


24.4 Some Comments on Experimentation 
in Business Research. James H. 
Lorie and Harry V. Roberts, The 
Fournal of Business, April, 1950. 
[J.H.L.] 


Four reasons account for the slight use of 
experimentation in studies of social behavior: 
(1) the frequent need for the cooperation of 
the human participants, (2) the frequently- 
noted affective power of experimentation 
per se on the participants and hence upon 
the experimental results, (3) the temporal 
instability of social relationships and, (4) 
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ignorance of the requirements of the experi- 
mental technique. Business research is less 
restricted by the first two factors than most 
of the social sciences because the human 
participants on many business experiments 
(e.g., split-run tests, sales tests) need not 
know of their participation. The third factor 
is of varying importance. The fourth factor 
is remediable. The misapprehension concern- 
ing experimentation which is the greatest 
bar to its use in business research is the belief 
that all variables, except the experimental 
variable(s) affecting the variable under 
study, must be controlled or “held constant.” 
An understanding of the implications of the 
random selection of experimental and con- 
trol groups would indicate that control of 
affecting factors is not essential to un- 
ambiguous experimentation. An understand- 
ing of the principles of experimental design 
can make experimentation a useful tool for 
business research. 


24.5 Psychological Scaling Without A Unit 
of Measurement. Clyde H. Coombs, 
Psychological Review, May, 1950. 
[J.H.L.] 


Since 1928 several different workers (e.g. 
Thurstone, Likert, Guttman) have developed 
methods for measuring attitudes. Numerical 
magnitudes have been assigned both to 
stimuli (towards which attitudes are ex- 
pressed) and to individuals who have ex- 
pressed attitudes. All of these methods have 
been based upon some arbitrary assumptions 
regarding the unit of measurement. It is 
possible to avoid such assumptions, and still 
to achieve a psychological scale. By deter- 
mining the relative willingness of an individ- 
ual to indorse different expressions of atti- 
tude, it is possible to infer the relative 
“distance” of such expressions from the atti- 
tude which is held by the individual. If an 
individual is more willing to indorse A than 
B, it is reasonable to infer that A is “‘nearer” 
than B to the attitude held by the individ- 
ual. By repeating this process for a group 
of individuals several kinds of information 
can be secured: (1) the existence of any 
common factor underlying the expressed 


attitudes, (2) the order of the stimuli (in 
terms of willingness with which they are 
indorsed), (3) the relative “distance” on 
the scale between pairs of stimuli, (4) the 
place of individuals in ordered intervals 
along the continuum, (5) the relative size of 
these intervals. 


24.6 Marketing Research Institute (Min- 
neapolis: Center for Continuation 
Study, University of Minnesota, 
1950.) [R.B.] 


The proceedings of a two-day institute on 
market research, held at the University of 
Minnesota on October 10 and 11, 1949, are 
presented in this 58-page report of the ad- 
dresses. The titles of the papers presented 
are as follows: ““The Measurement of Con- 
sumer Purchases,” ‘Measuring Consumer 
Attitude Toward Products,” “The Stimulus 
in the Sampling Survey,” “The Phrasing 
of Questions,” “‘Pretesting of Question- 
naires,” ‘Use of Quantitative Data in Mar- 
ket Analysis,” “Sales Planning and Control 
in Industrial Marketing,” “Objective Meth- 
ods for Studying Consumer Behavior.” 


24.7 A Technique for Making Extensive 
Population Estimates. Donald J. 
Bogue, Yournal of The American 
Statistical Association, June, 1950. 
[J.H.L.] 


Extensive estimates of postcensal popula- 
tion trends can be made by using the fre- 
quently-verified proportionality between the 
number of births and deaths and the size 
of the population. A series of eight relatively 
simple computations based on vital statistics 
for sub-areas yields the population estimate. 


24.8 The Measurement of the Effect of a 
New Packaging Material Upon Pref- 
erences and Sales. Seymour Banks 
Fournal of Business, April, 1950, 
[J.H.L.] 


Preference measurements can usually be 
secured more quickly and cheaply than sales 
tests. The question naturally arises as to 
the extent to which these procedures indicate 
the choice of the same alternative in any 
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given set of circumstances. An experiment 
designed to answer this question was per- 
formed. Preference measurements and sales 
tests were used on the same population in 
order to choose between alternative packages 
for two bakery products. The preference 
measurements and the sales tests both 
showed no significant preference for either 
package for one kind of bakery product. 
For the other product, the preference meas- 
urement indicated a marked preference for 
one package while the sales test indicated 
no significant difference between the pack- 
ages. 


25. MARKETS—SPECIFIC PRODUCTS 


25.1 The Curtis Publishing Company. (Phila- 
delphia: Sixth and Independence 
Square.) LP Gas Use. March, 1950. 
Pp. 12. [0.£.B.] 


The Vacation Travel Market of the United 
States. February, 1950. Pp. 40. To determine 
the pattern of travel and the expenditures 
made by families in vacation travel, Curtis 
utilized a nationwide panel of 4,000 families. 


The Profitable Market for Consumer Goods. 
1950. Pp. 14. This release describes the 
selective market for consumers’ goods as 
indicated by the recent survey of Consumer 


Finance conducted by the Federal Reserve 
Board. 


25.2 University of Illinois, College of Agri- 
culture. (Urbana, Illinois) announces 
that the following studies have been 
made: [0.£.B.] 


Quality-Price Relationships of Potatoes at 
the Retail Level—Acceptance of Sized Pota- 
toes. Minn. Agr. Exp. Sta. Bul. R. A. Kelly. 
This is a current RMA regional project. 

Frozen Food Storage Facilities Used by 
Illinois Families. Ill. Agr. Exp. Sta. Bul. 535. 
W. J. Sills. Reports on Illinois phases of 
another regional RMA project. 

Ph.D. thesis-study on Market Risk in 
Soybeans by T. N. Hieronymus. 

The Economic Structure of the Food Proc- 
essing Industries. Ill. Agr. Exp. Sta. 
(Mimeo.) FT 5. Allen B. Paul. 


26. MISCELLANEOUS 


26.1 We’re Doing It Again—Hiring A Sum- 
mer Crew of College Men. E. A. 
Hildreth, Sales Management, May 1, 
1950. [R.M.C.] 


Having too few men in their own organiza- 
tion and not convinced that an outside firm 
specializing in retail calls could handle the 
job, the Owens-Illinois Glass Company 
hired a summer crew of college men to act as 
a temporary flying squadron to get into the 
field and promote the firm’s one-way beer 
bottle. The 1949 results were so effective 
that the company repeated the operation 
this year. Students gained practical experi- 
ence and pay and the company was able to 
get its job done and at the same time size up 
the college men for possible hiring after 
graduation. While successful in this case, 
without proper selection, training, and super- 
vision the plan could fail. Here is another bit 
of evidence supporting the idea that indus- 
try and education can do a better job for 
the nation through cooperation. 


26.2 Tourist and Vacation Advertising Ex- 
penditures by States, Areas and 
Communities in 1950. (Philadelphia 
5: The Curtis Publishing Company, 
June, 1950.) 31 pp. [0.£.B.] 


This is a summary of the appropriations 
budgeted by various states, areas and com- 
munity groups for the purpose of attracting 
tourists and industry to their respective 
areas in 1950. Questionnaires were mailed 
to 465 city, state and area groups throughout 
the United States, and replies were tabu- 
lated from 266. Copies of the questionnaire 
and the accompanying letter sent out are 
included in the finished study. This is the 
third annual survey of this nature made by 
the Curtis Research Department. The 
material is arranged by states, and within 
each state group information is given as to 
the city where the advertising organization 
is located, the name of that organization, 
the 1949 expenditure made, and an explana- 
tion of the comments made. 
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26.3 Indices (Des Moines: Research Divi- 
sion, Meredith Publishing Company, 
Des Moines, Iowa.) [R.B.] 


This weekly publication comprises the 
summary findings of a variety of studies 
published in a number of periodicals and 
other forms. To one regularly receiving it, 
Indices would furnish a valuable and interest- 
ing assortment of facts which would be other- 
wise obtainable only through many separate 
sources. 

The assortment of subjects covered in a 
single issue of this publication is indicated 
by the index of issue: The St. Louis Home 
Show; Mr. and Mrs. St. Louis Plan a Home; 
36% Want Colored Refrigerators & Ranges; 
Steady Pace Noted on Recent Sales of Cook- 
ing Utensils; Survey Shows Step-on Can 
Sales; Foam Rubber for Your Home; Wall- 
paper Trends & Preferences; Biggest Year 
for Resorts; Fertilizer Consumption in the 
United States; Sunday Newspaper Supple- 
ments. 

The information presented is sufficiently 
condensed to be easily read, and references 
sources are furnished from which additional 
information may be obtained from the origi- 
nal source. 


26.4 United States Department of Com- 
merce. Concentration of Industry Re- 
port, Business Information Service, 
December 1949. (Available from the 
U.S. Dept. of Commerce, Washington 
25, D. C., or from its Field Offices. 40 
cents.) [j.R.R.] 


The Secretary of the Department of Com- 
merce has submitted to the House of Repre- 
sentatives’ Subcommitteeon Study of Monop- 
oly Power at their request at 26-page re- 
port showing the degree of concentration of 


output in each of 452 industries, as measured 
by the 1947 Census of Manufactures. The 
statistics presented show for each industry 
the proportion of output concentrated in 
the top 4 companies, the top 8 companies, 
the top 20 and the top so. 


26.5 United States Department of Com- 
merce—Office of Domestic Com- 
merce. Copyrights and Copyright Of- 
fice Services. 4-page Business Infor- 
mation Service Bulletin. (Available 
from the Department of Commerce, 
Washington 25, D. C. No charge.) 
[J.R.R.] 


26.6 University of Illinois, Department of 
Agricultural Economics. (Urbana, 
Illinois.) [0.£.8.] 


Publications recently announced: 

R. W. Bartlett and F. T. Gothard, ‘‘Meas- 
uring the Efficiency of Milk Plant Opera- 
tions.” April 1950. 6 pp. (mimeo AE-2730). 

Walter J. Wills and R. C. Ashby, “Frozen 
Food Storage Facilities Used by Illinois 
Families.” Bulletin 535. 

Walter J. Wills and R. C. Ashby, “‘Buying 
and Selling Feeder Cattle in Illinois.” Bulle- 
tin $41. 


26.7 University of Illinois, Bureau of Eco- 
nomic and Business Research. (Ur- 
bana, Illinois.) [0.£.B.] 


Research studies recently completed: 

N. Wedding, “Public Relations in Busi- 
ness,” July, 1950. Bulletin 71. 

R. C. Osborn, “Effects of Corporate Size 
on Efficiency and Profitability,” Bulletin 
72. (in press). 

R. Ferber, “Problem Manual for Statisti- 
cal Techniques in Market Research.” (in 
press). 
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ADVERTISING HANDBOOK, by Roger Barton, 
Editor. (New York: Prentice-Hall, Inc., 
1950. Pp. 1015. $7.50.) 

This book contains 25 sections, each deal- 
ing with a separate phase of advertising, 
and each written by a different individual. 
Some sections are authored by two or three 
persons. In all, there were 35 contributors to 
the book. The entire list is composed of 
distinguished men in the field of advertising 
of which the following are representative: 


Robert F. Elder, Everett R. Smith, 
Edward S. Rogers, Charles G. Mortimer, 
Jr., Mark Wiseman, James D. Woolf, 
Ben Dalgin, John Caples, Daniel Starch, 
Frederic R. Gamble, and Elon G. Borton. 


The organization of the “Handbook” is 
orthodox in character, starting with a con- 
sideration of the product and market and 
following with the advertising budget, prepa- 
ration of the advertising message, research, 
media available for use, and organization of 
the advertising industry. The last section 
deals with social and economic aspects of ad- 
vertising. The number of pages devoted to 
each major subject treated in the book is de- 


tailed here as a means of showing where 
emphasis is placed. 


Subject No. of Pages 
Budgeting 16 
Copy 96 
Layout and illustration 60 
Production 88 
Testing and advertising research 14 
Product and market research 7° 
Media 286 
Advertising organization 88 
Planning and coordination 28 
Econ, and social aspects 44 


Section or chapter titles create the im- 
pression that the reader can expect to find 
specific guides to creating advertisements 
and selecting media. Of the 25 sections, 16 
of them contain the terms “How to,” “How 
much,” or “How the” in the title. A careful 
reading of these sections fails, in many 
instances, to provide a blueprint for action. 
The section on budgeting, for example, pre- 
sents an excellent discussion of the factors 
to consider and the procedures to follow in 
preparing a budget, but it does not tell the 
reader how much to spend. Perhaps that 
should not or could not be told, but the sec- 
tion title “How much should you spend on 
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advertising” would suggest that a definitive 
answer is given in the section. A few specific 
examples of how much certain advertisers 
spend are given, but no tables of typical 
figures for a wide range of advertisers are 
found. 

This work is a contribution to the litera- 
ture of advertising, but more as a book of 
readings rather than as a handbook where 
answers to day-to-day operational problems 
can be secured. The authorship is a distin- 
guished one, representing leadership in ad- 
vertising practice or association activity. 
This has its shortcoming, however, in some 
loss of objectivity in treating a particular 
subject. Sections on media are written by 
directors of associations whose function is, in 
part, to promote greater use of particular 
media. It is natural to expect that such 
writers would have a bias favorable to their 
medium. Their writing is excellent on the 
descriptive side, but it is difficult to find any 
of the weaknesses of their medium pre- 
sented. In general, all media sections are too 
“pro” in their treatment. 

The section on social and economic as- 
pects of advertising deserves special men- 
tion. The reader will be pleased with the 
objective manner in which the author treats 
the consumer movement and suggests the 
value of industry self-control as an example 
of enlightened self-interest by leaders in 
advertising. The author also includes in this 
section a detailed review of advertising or- 
ganizations and gives a list, with addresses, 
of 33 nationally known advertising associa- 
tions. This latter is a good example of the 
type of material users of a handbook would 
hope to find. 

C. H. SanpaGeE 
University of Illinois 


SALESMANSHIP PRACTICES AND PROBLEMS, 
by Bertrand R. Canfield. (New York: 
McGraw-Hill Book Company, Inc., 1950. 
Pp. 554. $4.25.) 

This revision of an earlier book “‘is de- 
signed to enable salesmen who want to im- 
prove their performance and earnings to 
profit from the practices of successful sales- 
men; to aid sales executive in the develop- 


ment of their own sales training programs; 
and to serve as a textbook for courses in sales- 
mansbhip in schools and colleges.” 

The twenty-two chapters and 554 pages 
of readable and well organized material cover 
the following topics: the field of salesmanship 
(a new chapter); the salesman’s job; personal 
qualifications for selling; the customer (a 
new chapter); presenting the company, prod- 
uct, prices and terms, advertising, mechani- 
cal service, and credit; adjusting claims; 
qualifying and locating customers; planned 
sales presentations; organizing sales efforts; 
sensory sales presentations; the sales inter- 
view; securing, opening, answering objec- 
tions, and securing action; conducting sales 
demonstrations; and cultivating customers. 
Each chapter includes simple outlines or 
“routines” to aid the salesman in applying 
the author’s ideas, and a list of reading refer- 
ences. Most chapters include a “Sales Per- 
formance Rating Form” and problems. 

As the author indicates, the approach is 
different—the book includes no inspirational 
material and no anecdotes on selling. Unlike 
many writers on the subject, the author quite 
properly terms salesmanship an art and not a 
science. Based on the twenty most common 
problems in selling, the text explains how to 
meet these problems with selling ideas and 
numerous useful illustrations drawn from 
company experiences. But the text presents 
first the background material a salesman 
needs to know. The chapter on the field of 
salesmanship, including types of selling and 
the importance of salesmanship in our econo- 
my, is a notable addition. Emphasis in an 
early chapter on job descriptions and the 
many illustrations of these job descriptions 
presents an effective approach in understand- 
ing what a salesman needs to know and how 
he is to be trained. The chapters on planned 
sales presentations and organizing sales ef- 
forts should appeal to both salesmen and 
sales executives. 

It is refreshing to read a book on sales- 
manship that includes so much well de- 
veloped and fully illustrated material with- 
out the inspirational and pseudo-psychologi- 
cal ideas. However, it would have strength- 
ened the book further if occasional footnotes 
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were given to indicate sources for certain 
rather broad statements, and also if books 
on psychology, for example, were included 
as references, especially in the chapters on 
planned sales presentations and sensory sales 
presentations, and the chapters on inter- 
viewing. 

In Chapter XII on qualifying prospects 
and Chapter XIII on locating prospects, no 
mention is made of the company’s responsi- 
bility. Consequently, the impression may be 
given that the salesman alone develops 
prospects, whereas he is now often success- 
fully aided by marketing research. 

This book is especially recommended to 
both salesmen and to company executives 
supervising salesmen, since the analytical 
treatment and the many helpful suggestions, 
if applied, will improve salesman perform- 
ance. It should also make a very satisfactory 
text in schools teaching salesmanship. 

James R. Hawkinson 
Northwestern University 


So You’rE Goinc To CHOosE AN ADVERTIS- 
inc AcEncy, by James Thomas Chirurg. 
(New York: Funk and Wagnalls Company 
1950. Pp. 107. $3.00.) 

The stated objective of the author is to 
provide “definite yardsticks,” not only for 
judging advertising agency operation in 
general but also for determining different 
types of agencies (small, large, general, 
specialized), and for evaluating work within, 
specific departments (research, copy, art, 
media, and production). Mention should be 
made to begin with, however, that the “‘yard- 
sticks” for evaluation are subjective rather 
than objective. 

The book is slanted toward the business 
owners, sales executives, and advertising 
executives who plan to invest from $25,000 
to $300,000 or more with an advertising 
agency—or for those whose total advertising 
budget may be larger but must apportion 
their budgets among subdivisions of the busi- 
ness or different product lines. An attempt 
is made to set up methods of analysis and 
inquiry to facilitate decisions about what 
kind of an agency is needed and then how 
to pick such an agency from the some 2,000 


advertising agencies in the United States. 

In establishing guideposts for selection of 
the most appropriate agency for any given 
business firm, consideration is first directed 
toward whether funds for advertising are to 
be spent or invested. If the latter is desired, 
then the author states there must be an as- 
sessment of the kinds of services that are 
needed and desired such as: direct mail, 
magazine advertising, marketing, merchan- 
dising pieces, displays, publicity, newspaper 
advertising, outdoor advertising, research, 
public relations, product analysis, radio and 
television, sales training, trade promotion, 
etc. To assist the advertiser in selecting an 
agency that can provide the particular 
services he needs for wise investment of his 
advertising funds, the author provides a 
detailed check list of agency services. Ac- 
cording to the author, the advertiser must 
first arrange his own individual check list 
of services needed and then objectively seek 
the agency that can best meet his require- 
ments. This guidepost is set to eliminate his 
being confused or vulnerable to emotional 
appeals. 

Next, attention is focused on whether an 
advertiser can best utilize a one-man, multi- 
ple, or functionalized type of agency. Critical 
discussion is made of the advantages and 
disadvantages inherent in each type. Similar 
treatment is made in evaluating the relative 
merits of general service or specialized agen- 
cies as well as whether a large or small 
agency is best for any given business. 

Of special interest and value is the author’s 
series of eight leading questions that he 
recommends be asked an agency that is 
soliciting the business of an advertiser. They 
are: “1. Is the speculative idea or plan worth- 
while? 2. What is the experience of particular 
individuals and is this important? 3. How 
valuable is nearness of the agency to your 
headquarters? 4. Is membership in the 4 A’s 
vital? 5. Is there a right and wrong way to 
check clients? 6. Is a jack-of-all-trades a 
good buy? 7. How significant is length of 
client tenure? 8. What about personal at- 
tention of the principals and does this fit 
into your plans?” Suggestions are advanced 
to the advertiser as to how these leading 
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questions can be used in selecting an agency. 

Following the assessment and elimination 
of prospective agencies by use of the above 
leading questions, attention is next given 
to how the advertiser can evaluate the crea- 
tive work of agencies—primarily research, 
copy, and art. Very helpful check lists are 
supplied as guides to such assessments. 
Similar treatment is given to how media and 
mechanical services can affect one’s deci- 
sions in selecting an agency. 

A chapter is also devoted to business 
considerations and business management 
practices of agencies and how they affect 
an advertiser. In conclusion, an overall 
summary check chart is presented along 
with a glossary of advertising terms used in 
the text. 

Although the book is aimed at trade use, 
it can be helpful to teachers and students 
in the fields of marketing and advertising 
in the specialized area of advertising agency 
practice. The author does make a pioneering 
contribution to the problem of evaluating 
the purpose, services, and practices of agen- 
cies by the many business firms who engage 
them. 

Readers will find the book very well 
organized and easy to read. Pertinent points 
are easy to grasp because of accompanying 
illustrations and check lists. Yardsticks for 
selecting an advertising agency are provided. 
However, the yardsticks must be applied 
and interpretations made in the light of the 
advertiser’s intelligence and judgment. They 
provide only a method of attack on the im- 
portant problem of agency selection. Solu- 
tions to this problem will still only be as 
good as the advertiser’s ability to make 
decisions based on facts at his command. 
The author has charted a method to follow; 
so the prospective reader must not expect 
a panacea for advertisers in their agency 
selections and relationships. 

Joun F. MEE 
Indiana University 


Tue Economics or AGRICULTURE (revised), 
by Ruth L. Cohen. (New York: Pitman 
Publishing Corporation, 1949. Pp. 216. 
$1.75.) 


This book, first published in 1940, is one 
of the volumes in the Cambridge Economic 
Handbooks series. It is a short, well-written 
volume which deals with some economic 
aspects of agriculture which differ from those 
in industry. It is written with special regard 
to conditions in Great Britain, but several 
illustrations are chosen from other agricul- 
tural areas. Many of the findings are appli- 
cable to agriculture in the United States. 

The organization of production and mar- 
keting of agricultural products is discussed 
on an industry-wide basis in the first five 
chapters. Ways in which agricultural prod- 
ucts differ from industrial products on both 
the supply and demand side are indicated. 
A good discussion of the advantages of diver- 
sification and a somewhat less adequate 
explanation of advantages of specialization 
are presented. 

The author has given a lucid explanation 
of how the principle of diminishing returns 
applies to agricultural production and of 
factors (with special attention to transporta- 
tion costs) that affect the type of farming 
carried on in particular areas. The usual 
advantages of large and small farms are 
pointed out, along with reasons why ex- 
pansion is limited and why the optimum 
size varies. 

Marketing functions and the scale of 
operation in each are explained; the im- 
portance of middlemen in the marketing of 
farm products is stressed. The author in- 
cludes processing as a marketing function 
because farm products usually do not “lose 
their identity in manufacturing.” Discussed 
as imperfections in the marketing system 
are (1) some degree of local monopoly both 
in country dealing and retailing; (2) danger 
of excessive profits in wholesaling; and (3) 
consumers’ preferences are often not fully 
reflected back to the producer in differences 
in the prices they (producers) receive for 
particular varieties. Advantages and dis- 
advantages of cooperative marketing are 
presented. 

Chapters six through eight are concerned 
with how agriculture adjusts itself to chang- 
ing conditions. The discussion of how agri- 
cultural production is affected by changes in 
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price, both in the long run and short run, 
is well written; the explanation regarding 
prime and overhead costs is excellent. The 
effect of differences in the elasticity of de- 
mand of different products and its relation 
to price is treated briefly. Chapter six on 
the trend of agricultural earnings considers 
the effect of increasing population, of an 
increase in real income, of changes in market- 
ing costs, and of improving techniques on 
the price of agricultural products. Chapter 
eight on the instability of agriculture de- 
scribes in a general way why there are 
seasonal, annual, and cyclical fluctuations 
in agricultural prices. 

The final (ninth) chapter on state inter- 
vention in agriculture represents a third 
division of the book; it has been revised in 
this edition. Included are sections on reasons 
for intervention, intervention in production 
and marketing, the diversion of resources, 
the stabilization of prices or income, the 
protection of agriculture and of farm wages, 
assistance to agriculture by subsidies and 
by restriction of imports and of total supplies, 
and the difficulties of planning in agriculture. 
Illustrations of intervention and arguments 
for and against plus an appraisal of some of 
the results or feasibility or different kinds of 
intervention are presented. The material 
for this chapter is timely and objectively 
presented. Readers are more likely to ques- 
tion statements here than in other parts of 
the book, partly because of its controversial 
nature and non-economic aspects also in- 
volved. 

The book provides a good introduction 
to the subjects considered; the author know- 
ingly limits the discussion in many sections 
and presents very few statistics. The reviewer 
believes the value of the book would be in- 
creased by indicating sources for some state- 
ments made, or by including references at 
the end of each chapter. Use of more recent 
data in some of the few tables and in some 
statements would be desirable. 

The analysis of the effect of an increase in 
real income on marketing costs and farm 
earnings (in which it is stated that the 
“amount paid to farmers will not increase so 
rapidly as the amount that consumers pay”’) 


could be improved by presenting the situa- 
tion in the short run (when marketing costs 
remain fairly constant) and by explaining 
how changes in prices to producers near a 
market will differ from changes in prices to 
distant producers. 

In connection with state intervention when 
the wholesale trade or manufacturers act 
in a monopolistic fashion, one may ques- 
tion whether the problem is just to control 
profits (p. 175); situations can be envisaged 
where a dominant firm in one product might 
have no profits and be much less efficient 
(with respect to expenses per unit handled, 
services rendered, and prices paid by con- 
sumers) than another dominant firm with a 
different but similar-type product which had 
high profits. 

The view that it is fairly certain that an 
adequate system of credit to farmers would 
eliminate post-harvest gluts and undue price 
depressions (p. 184) is debatable. The author 
indicates that storage costs and risk of price 
declines deter merchants from holding more 
than they do; these factors would also deter 
many farmers, so that the abundance of 
credit being adequate alone to stabilize 
prices is questionable. 

The accuracy of a few minor statements 
is questioned: p. 91 “the American attempts 
(by farmers’ cooperatives) to distribute milk 
to consumers have nearly all been aban- 
doned”; p. 96, “it has been found that co- 
operative associations can only be operated 
successfully on the one-man one-vote princi- 
ple.” Likewise in referring to farming prac- 
tices in parts of the Great Plains area as 
indication of poor land use, it was stated that 
“all the good soil blew away and the land 
became almost desert”; wheat yields in 
these areas during the past ten years suggest 
the error in accepting and holding some 
opinions made in the past. Some readers may 
object to the inference that the demand for 
products at home can be increased by reduc- 
ing imports (p. 198); the fact that a higher 
price would be paid for the same or smaller 
quantity would not necessarily mean that 
demand in an economic sense (willingness to 
buy) had increased. 

The easy reading style and objective pres- 
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entation in this book serve as recommenda- 
tions to those persons desiring an acquaint- 
ance with the economics of agriculture on 
an industry-wide basis. 

sal R. J. Murr 


University of Illinois 


Market Guipe, by Editor and Publisher. 
(New York: 1950. Pp. 520. $5.00.) 


This volume contains a massof detailed 
market information concerning 1,486 key 
markets in the United States, Alaska, 
Hawaiian Islands, and the Dominion of 
Canada. The information is listed by states 
and by market areas within the states. 

It contains information on financial insti- 
tutions, building activities, chain stores, 
climate, colleges, department stores, in- 
dustries, newspapers, population, public 
services, retail sales, transportation, wage 
earners and wages, and wholesalers. No at- 
tempt is made to evaluate the relative im- 
portance of the various types of information. 

The sources of information are United 
States Government publictions, newspapers, 
business executives, chambers of commerce, 
public officials, and others. Much of the data 
is estimated and it is not all for the same 
year, but the date of the information as well 
as the sources is indicated in each case. 

There are market strength indexes for 
each state showing totals for the state and 
the percentage of United States totals. 

The information in the Market Guide is 
designed to be helpful to sales executives, 
advertising executives, to those executives 
seeking locations for branch factories, and 
to those planning expansion. 

The Research Department of Editor and 
Publisher have done a commendable job 
in compiling a large amount of useful market 


information. 
Roy H. Paynter 


Ohio University 


CATALOGUES AND CounTERS, by Boris 
Emmet and John E. Jeuck. (Chicago: 
The University of Chicago Press, 1950. 
Pp. 788. $7.50.) 

This history of Sears, Roebuck and Com- 
pany is a brilliant addition to the growing 
body of literature that traces the develop- 


ment of individual business enterprises. It 
will be rewarding reading for teachers and 
students of marketing, for practicing retailers 
and distributors of merchandise at every 
level of the marketing structure, and for 
economic and social historians. It is much 
more than the history of a company in terms 
of change and growth. It is a study of man- 
agement structure and policies, of merchan- 
dise selection and promotion, of operating 
problems and techniques, of margins and 
costs and their manipulation and control, 
and of personnel methods and programs. It 
describes mistakes in policy and errors in 
judgment as frankly as it portrays success. 
With the obviously thorough cooperation 
of the Sears management and financial sup- 
port from both the Rockefeller Foundation 
and Sears, the authors have completed a 
documented, imaginative study of a business 
in its social and economic environment 
that is very close to a model of company 
history. They have written with grace and 
humor and a roving eye for curious and 
vivid detail. There is not a dull page in the 
book. 

Although the volume contains a history 
of the company from the day in 1886 when 
Richard Warren Sears, then a station agent 
for the Minneapolis and St. Louis Railroad 
at North Redwood, Minnesota, discovered 
the possibilities in selling watches by mail 
through the postwar expansion program in 
1947 when net sales were just short of $2 
billion, its chief interest for students and 
practitioners of marketing will be the de- 
tailed study of operating policies and meth- 
ods. Every phase of the company’s experi- 
ence in selecting, buying, pricing, advertis- 
ing, and selling merchandise is brought under 
critical review. The problems of preparing 
and distributing a catalogue are thoroughly 
explored. The tremendously important policy 
decision to expand from selling by mail to the 
operation of retail stores is examined, to- 
gether with the difficult issues of building a 
retail organization and integrating it with 
an existing mail-order organization. Per- 
sonnel and structure problems are studied 
with a precise documentation of success and 
failure. The financial affairs of the company 
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are followed as technical management prob- 
lems and the reader cannot fail to grasp 
their intimate relationship with merchandis- 
ing policies. The impact of personality on 
business organization and methods is clearly 
portrayed. A thirty-five page appendix pre- 
sents a factual review of the company’s 
profit-sharing program for employees. 

What emerges from this study is a picture 
of the growth of an enterprise under a man- 
agement that, on occasion daring and imagi- 
native, at times lethargic and resistant to 
change, has always been prepared to study 
its own experience and build as constructive- 
ly from its errors as from its successes. Above 
all, it has been a management profoundly 
dedicated to the study of its customers’ 
needs and wants and the belief that the most 
effective service of consumer demand is 
the soundest path to enduring profits. 

The education of coming generations of 
business administrators needs more books 
like this. The history of business enterprise 
studied as management problems within 
individual firms operating in a dynamic 
economy can make an important contribu- 
tion to an understanding of the problems and 
techniques of administration. In a larger 
view, it reveals and explains much that 
is obscure in the record of social history 
related as general trend. 

MELvin ANSHEN 
Indiana University 


Tue Economics or Paper, by 
John A. Guthrie. (Pullman, Wash. The 
State College of Washington Press, 1950. 
Pp. 190. $2.50.) 

Social scientists have long realized the 
value of the case study as a means of gain- 
ing insight into a particular problem, as 
a source of hypothesés, and as a means of 
locating evidence to test previously-formed 
hypotheses. It is a truism that the nature 
of the material of the social scientists’ 
investigations makes large-scale experimen- 
tation practically impossible. Instead, the 
social scientist must generally rely on the 
study of particular situations in order to 
locate key factors. Obviously, the greater 
the number of case histories available, the 


more justified any conclusions drawn on 
the basis of the investigation. 

It must, however, be carefully noted that 
using case histories is not the same as con- 
ducting a carefully constructed experiment. 
In using case histories, the social scientist 
must be extremely wary of allowing any 
prejudgments to dictate the definition and 
selection of pertinent facts from the many 
facts contained in a case study. 

In some instances, case studies are readily 
available. In others, however, they are 
extremely difficult to obtain. This last is 
particularly true in the field of economics of 
the firm and industry. Thus, any addition 
to the growing library of industry studies is 
a welcome one. “The Economics of Pulp 
and Paper’”’ is particularly so, for the author 
—Professor Guthrie—brings to the writing 
many years of research on and experience 
with the pulp and paper industry. 

As the author states, “This study is an 
attempt to throw additional light on an 
important phase of economics—the opera- 


tions of an industry and the individual firms" 


comprising it.” The author is, and must 
obviously be more successful in dealing with 
the industry as a whole. The book is essen- 
tially a descriptive one, for “only by minute 
and detailed investigation can we secure 
an accurate picture of how an industry 
operates, of its peculiar problems, and of 
how it differs from other industries.” 

While Professor Guthrie occasionally 
points out where his findings agree or dis- 
agree with current economic theory, he wise- 
ly sidesteps any attempt to support or refute 
any part of the existing economic doctrine. 
However, he restates, in his concluding 
statements, what has been recognized as an 
axiom in Economics: 

“Only by a better understanding and appreciation of 
business problems can the economist hope to grapple 
successfully with the problems of micro- and macro- 
economics. All too often he has constructed a theoretical 
structure based upon inadequate factual knowledge and 
as a result has been led to erroneous conclusions. There 
is much to be gained, therefore, from a wider dissemina- 
tion of information by business firms, trade associations, 
and government agencies. In this way the economist 
and businessman can more effectively cooperate in 


solving the problems which are their joint concern.” 
(p. 188) 
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To this exhortation, the reviewer must 
add one more plea—that the psychologist 
be brought in, too, to study the relationship 
between present business conditions, the 
businessman’s  anticipations—long- and 
short-run—and the measures he takes as a 
result. 

Professor Guthrie’s study covers those 
establishments engaged primarily in the 
manufacture and sale of pulp, paper, and 
paperboard. Special emphasis is placed on the 
development and the economic possibilities 
for the industry on the Pacific Coast, for 
it is here that the industry is in a most 
favorable position with regard to resources 
and productivity, and it is in this region 
that the author is most interested. 

In this study, many topics are interestingly 
and well-presented; the History of the in- 
dustry in the United States, Raw Materials 
supply, Distribution methods, Production 
trends, Consumption, Price and Price Policy, 
Costs and Profits, Wage Rates and Labor 
Relations, and Regional differences. From 
this incomplete listing of the material in- 
cluded in the book, the reader can see that 
the report’s coverage is extensive. Of current 
interest is the discussion of the industry’s 
price policy in light of recent court decisions 
in the Corn Products and Cement Institute 
cases (pp. 107-9). 

Readers with a special interest in “labor 
relations” will find the account of the 
employer-employee relations in the Pacific 
Coast sector of the industry of special value. 
The early (1934) adoption of a multiple- 
employer bargaining device and the unique 
“goldfish bowl” negotiations—a meeting of 
union and industry committees to thrash 
out differences and to come to a preliminary 
agreement—with about 200 union leaders 
and industry executives looking on—laid the 
basis for industrial peace. The success of 
these methods is attested to by the fact that 
between 1933 and 1949 there were no strikes 
or lockouts. Only in 1945 did any differences 
have to be brought to the National Labor 
Relations Board for settlement. 

Readers interested in Marketing and 
Distribution methods will appreciate the 
sections on the methods used in marketing 


pulp and paper products and on transporta- 
tion costs—their determination, the com- 
parison of rail and water rates, and, finally, 
the regional variations in these costs. 

Professor Guthrie has drawn up an excel. 
lent description of an industry which forms 
an important segment of our economy. 
This study is a welcome addition to the 
growing shelf of industry studies and should 
help in shedding more light on the nature 
of the operation of the firm, the industry, 
and, finally, the economy itself. 


Irvinc RosHWALB 
City College of New York 


DisTRIBUTIVE TRADING Economic 
AnALysis, by Margaret Hall. (New York: 
Longmans, Green and Company, 1960. 
Pp. 200. $1.60.) 


Unlike any book in American marketing 
literature, this significant and interesting 
work by a British authoress will gain the 
attention of students of marketing, general 
businessmen, economists, and _ legislators 
alike. In the United Kingdom this is a pioneer 
work, impeded by an appalling paucity of 
general knowledge about marketing and by 
an almost complete lack of marketing statis- 
tics. Nevertheless, it is an analysis such as 
would do credit to the literature of any 
country. 

If thoughtfully read in Britain, the book 
should in some measure accomplish the ob- 
jective of its author, a Fellow and Tutor in 
Economics at Somerville College, Oxford; 
namely, to provide the reader with data, 
not theory, which will enable him to decide 
for himself on issues which are becoming 
more controversial and more urgent in the 
United Kingdom. The issue is the question 
of how much the British can afford to spend 
on distribution and of whether or not they 
are getting the money’s worth from their 
present expenditure. The economic condition 
of the country demands that as little as 
necessary be spent, and available evidence 
indicates that maximum efficiency may not 
be realized. The danger is the possibility 
that through ignorance the country may be 
misled to believe that the ills of distribution 
are curable by asimple palliative rather than 
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fundamental conditions needing thorough 
treatment. 

Readers anywhere will find that this 
book accomplishes several literary objec- 
tives: it presents a narrative account of 
distribution in Great Britain, including some 
historical perspective; it presents some statis- 
tics on British marketing, on the lack of 
which it comments at length; it compares 
and contrasts distributive practices in the 
United Kingdom with those in the United 
States; it analyzes marketing theoretically 
and relates actual practice to the theoretical 
concept; it interprets some American market- 
ing experience in such a light as only a foreign 
perspective could give; and it recommends 
immediate and long-run steps to be taken 
in dealing with the problems at hand. 

Throughout the book are found many facts 
and figures which are interesting in them- 
selves. For example, it is pointed out that 
prior to 1942 Britain had practically no 
official statistics relating to business. The 
first official estimates of national income 
were made in 1941. In 1945 a Committee 
was appointed to consider whether a regular 
Census of Distribution should be instituted. 
Although a pilot census was begun in 1947, 
the full census has been repeatedly post- 
poned. Even yet they have no data on what 
the nation spends for distribution, on the 
number of traders operating in each type of 
distributive business, nor on their sales. 
Notwithstanding this lack of information, 
the distributive trades were subjected to 
war-time regulatory measures which con- 
tinue to magnify waste and inefficiencies. 

The business of distribution is termed 
Britain’s largest industry. It employs about 
2,750,000 persons, or 16 per cent of the work- 
ing population. The index of the numbers in 
distributive trades increased from 100 in 
1923 to 165 in 1939, while that of the num- 
bers engaged in all industry and services 
increased from 100 to 128 during the same 
period. Depicting the same condition other- 
wise, Mrs. Hall says, “The proportion of 
full-time employment in the distributive 
trades declined in the prewar decade in 
the United States while in this country it 
appreciably increased” (p. 23). This seems 


to be the crux of their dilemma, for which 
they have yet no explanation. 

It is said that the number of business 
units did not increase as rapidly as the num- 
ber employed in distribution; yet there are 
750,000 retail shops—1 per 60 persons, 
whereas in the United States the ratio is 
about 1 per 80 persons. It is also estimated 
that in 1924 the total money cost of distri- 
bution was 23 per cent of retail values and 
that retail distribution cost was 70 per cent 
of total distribution cost. By 1931 the per- 
centages had increased to 48 and 78, re- 
spectively. In terms of these data it is not 
surprising that Mrs. Hall should write that 
neither voluntary chains nor selective distri- 
bution are in Britain more than subjects 
of discussion at the present time. There 
seemed also a subtle irony in her statement: 
“An increasing number of young economists 
fresh from Universities and Colleges are 
being employed in so-called market research” 
(p. 65). 

Apart from such facts are also some con- 
cepts which may be especially interesting 
to marketing students. Mrs. Hall’s itemiza- 
tion of the distributive functions, or the 
functions of buying and selling, includes: 
holding stock, supplying credit, assortment 
(sorting) of goods, spreading information, 
and carriage of goods. She identifies five 
main types of retail trading units: “Inde- 
pendent” or “Unit” shops, on the main 
street or on the side street; “Multiple” 
and “Chain” stores, the multiple stores being 
a chain specializing in a limited range of 
goods; “Combination” stores or “Super- 
markets,” of which there are few in Britain; 
“Department” stores; and “Cooperative” 
stores. 

Also of interest by contrast is her analysis 
of why large-scale retail businesses locate in 
close proximity. In this country the tradi- 
tional analysis includes the concept of shop- 
ping goods and consumers’ buying habits. 
Mrs. Hall’s reasoning is as follows: economies 
of large-scale operation outweigh the costs 
of obtaining additional customers; this 
results in expansion of business, underselling 
competitors, and larger profits; competition 
is attracted and competitors locate close by 
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in order to enter the same market; imitation 
occurs and ultimately, usually after initial 
losses, a share of the market and profits is 
gained. 

Notwithstanding the author’s intention 
to present data and not theory, one of the 
more interesting aspects of the book is the 
theoretical analyses of retail and wholesale 
trade which precede her discussions of trade 
practices. This feature may be especially 
noteworthy to those who in this country are 
interested in statement of marketing theory. 
Mrs. Hall both employs contemporary eco- 
nomic theory for the interpretation of mar- 
keting phenomena and also conceptualizes 
some ideas which usually are presented in 
expository fashion. 

For example, retail trade is analyzed by 
use of the concepts of marginal and average 
costs under conditions of perfect and im- 
perfect competition. Because of stated rea- 
sons that retailing, due to its inherent com- 
plexities, cannot be perfectly competitive, 
it is concluded that the assumptions of tradi- 
tional economics in Britain prior to the 1930’s 
were “bad”—they excluded the field of 
distribution “by hypothesis” (p. 38). Assum- 
ing the problems of traders in chosing the 
best trade policy to be twofold: (1) to get 
the most profit from servicing existing cus- 
tomers, and (2) to increase expenditures on 
expanding his circle of customers, Mrs. Hall 
reasons that there are three choices of ac- 
tion: (1) to acquiesce—do nothing; (2) to 
reduce prices; (3) to increase selling costs. 
A fourth possibility might be to effect regula- 
tion of competition through political action. 
Each of the types of retail trading units is 
then discussed from the standpoint of the 
choices of action most appropriate thereto. 

In the chapter “The Theory of Wholesale 
Distribution,” the segregation of wholesaling 
from other forms of economic activity is 
justified on the basis of specialization. The 
remaining theoretical analysis of wholesaling 
is based upon what she designates the 
“principle of Minimum Total Transactions” 
and the “principle of Massed Reserves.” 
Additional chapters are devoted to current 
problems in advertising, price maintenance, 
and post-war conditions. 


Particularly noticeable throughout the 
book are the many instances in which 
“principles” are cited. Some of foremost 
importance in her analysis seem worthy of 
quotation. The principle of Minimum Total 
Transactions: “That the total number of 
transactions involved in marketing a given 
volume of goods is reduced by the interposi- 
tion of trade at the wholesale level in so far 
as a few large shipments by manufacturers to 
wholesalers take the place of hundreds of 
small shipments which the manufacturer 
would otherwise make direct to retail shop- 
keepers” (p. 80). The principle of Massed 
Reserves or of Pooling Uncertainties: by 
use of the wholesaler the total stock of goods 
held to meet discontinuous consumer de- 
mands is minimized. The principle of sub- 
stitution in advertising: “that advertising 
costs are, in origin, a substitute for costs of 
labour and transport which the manufacturer 
would incur if he employed alternative means 
of marketing his goods.” The department 
store, it was said, is based upon the principle 
that it is easier to sell more goods to the 
same customer than to attract more custom- 
ers to buy the same goods. 

Some readers will be interested in know- 
ing from what British sources material for 
such a book could be drawn. They include 
the following: Central Statistical Office, 
Monthly Statistical Review; Census committee 
reports; Statistical Abstract of the United 
Kingdom; Ministry of Labour Gazette; Smith, 
Retail Distribution; Economic Fournal; Board 
of Trade Fournal; Fabian Publications, Ltd.; 
Chamberlin, Theory of Monopolistic Competi- 
tion; Braithwaite & Dobbs, Distribution of 
Consumable Goods; Wholesale Textile Assn., 
Post-War Reconstruction; Working Party 
Reports, Fewelery, Cotton, Silverware, Lace, 
Heavy Clothing; Economic Survey for 1947, 
1948; Ministry of Agriculture and Fisheries, 
Economic Series. 

Finally, several conclusions were set forth 
by the author. It was her conviction that 
instead of defining the most efficient distrib- 
utive techniques by application of any 
simple formula like the relative operating 
costs of traders, three things must be con- 
sidered: traders’ margins, the wide variation 
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in types of distributive services, and more 
accurate social accounting. From the long- 
run standpoint, she recognized the impera- 
tive need for Census data and favored the 
proscription by legislation of any business 
practices which impede more efficient tech- 
niques. The public should also be educated 
in the economics of distribution. Immediate 
remedies for the situation which impelled 
her to write included the establishment of 
consumers’ information service to assist the 
final consumer to compare the serviceability, 
for example, of various brands of a com- 
modity; registration of all trade associations 
and reporting of their activities to the 
government; and research into consumers’ 
preferences and the quantity and character 
of resources which would be freed by reduc- 
ing the number of distributive outlets. 
Rospert BarTELs 

Ohio State University 


THe Market ror GRADUATES, 
by Seymour E. Harris. (Cambridge, 
Mass.: Harvard University Press, 1949. 
Pp. 207. $4.00.) 

Will there be two or three college gradu- 
ates for every job commensurate with their 
training by 1969? What will it be like in 
1959? And what was the situation in 1949? 

In analyzing his material, and without 
attempting levity, one gets an impression 
which might be comparable with that of the 
man falling from the forty-fifth floor of the 
Empire State Building. Unaware of the 
impending crash, he is asserted to have 
shouted as he passed the thirtieth floor, 
“At least everything is going well so far.” 

In tracing the progress of the so-called 
“Proletariat of the A.B. degree,” the author 
reiterates again and again that incomes have 
tended to rise with the years of schooling. 
He admits that “Despite the large rise of 
educated men and women, it apparently still 
pays to be educated” (p. 117). However, 
his thesis largely attempts to prove beyond 
question, that due to many factors now in 
the picture and on the horizon there will be 
“an excess of college graduates on the labor 
market. The situation will deteriorate as the 
numbers accumulate and as the average 


graduate has to wait longer for his opportu- 
nity to achieve professional status or antici- 
pated economic status. In so far as the pro- 
ductivity of the economy continues to rise, 
however, the graduate will find some com- 
pensation for the reduced share of income in a 
larger income to be shared” (p. 33). 

The author makes a somewhat unortho- 
dox presentation, by dividing his material 
in two parts—part one giving a survey of 
the problem and part two being devoted to 
detailed analyses and documentation. 

Under part one, the author discusses the 
problem of huge enrollments in colleges 
and universities, especially following the 
influx of war veterans, the increasing number 
of women students, and various types of 
financial and nonfinancial incentives associ- 
ated with such enrollment. 

Sounding a warning from those abroad, 
he points out that European countries have 
long suffered from a surplus of individuals 
trained in fields for which there is no demand. 
Even more serious, he quotes authorities who 
point to the thousands of workless university 
graduates who pooled their talents with 
unemployed army veterans to spearhead 
such movements as the nationalist-socialist 
movement in Germany. The author warns 
that in 1940 we had three million living 
college graduates, in 1949, a total of four and 
one-half million, with an estimate of from 
ten to fifteen million by 1969. He believes 
that we may be heading towards a college 
graduate population of thirty million, ex- 
clusive of another twenty million holders of 
junior college diplomas. 

Balanced against this supply, he points 
out the present difficulties of the major 
professions, to which the greater number of 
college graduates naturally aspire. Statisti- 
cally, he shows that “by 1968 the number of 
openings required in science will be from 
204 to 279 per cent of the 338,000 provided 
for in 1940. In law, the corresponding figures 
are 353 to 483 per cent of 180,000;... and 
in government, 393 to 537 per cent of the 
143,000 professionals in public service in 
1940 (p. 29). He can see little prospect of 
extensive employment in fields which can 
make use of these college developed talents, 
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especially in the professional field. Only in 
medicine can he envisage even the possi- 
bility of so-called full employment. However, 
he mentions that here “It is unfortunate 
that the raising of medical standards has to 
some extent been used as:a mask to conceal 
the featherbedding practices generally as- 
sociated with trade unionism” (p. 40). 

The author emphasizes the continued rise 
in income in various trades and occupations, 
a trend which is making it unprofitable if 
not detrimental for the many to acquire 
college degrees. He not only suggests curric- 
ula revisions, greater concentration on 
junior colleges, more careful selection for 
the professional schools, but even goes so 
far as to suggest that “four-year colleges 
may well be converted into either two- 
year colleges or universities” (p. 72). He 
also recommends increased and improved 
vocational guidance for parents and students, 
plans for adapting supply to demand and 
greater emphasis on the non-economic bene- 
fits of an education. 

Part two of this thesis, which is planned 
more especially for the reader who is inter- 
ested in facts and figures, is replete with 
much tabular and graphical as well as 
descriptive material. 

He has shown the per cent distribution 
of male and female workers by occupation, 
what they do, and what they earn over 
both a short and long term period. He 
demonstrates the growing trend toward op- 
portunities open for women as well as men 
workers and also the decreasing number 
of workers needed by our type of industrial 
economy. For instance, he quotes authori- 
ties who say that from 1940 to 1960, female 
members on the labor market are expected 
to rise by 40 per cent, males by but 12 per 
cent. He points out that professional workers, 
mostly college graduates have largely failed 
to share in the economic gains of industrial 
progress, and that the situation will become 
far worse should steps not be taken to allevi- 
ate it. The same pessimistic conclusions are 
reached with reference to proprietors, execu- 
tives and managers. 

It is interesting to note one brief passage 
in his opening chapter. “Few can envisage 


market conditions even ten years from now” 
(p. 15). Then, too, many of the socially 
minded will point out that “man does not 
live by bread alone.” The historian and the 
political scientist may point out that Ameri- 
ca has become great because we were first 
a nation of elementary school graduates, 
next of secondary school graduates, and now 
a nation of college graduates! So what! 
The psychologist may deny that Ph.D.’s will 
lead to a populace of frustrated human 
beings. Certainly the author has pointed the 
way to additional study, consideration and 
research, and whether economists, marketing 
men or citizens at large agree or disagree with 
his conclusions, his book is a ‘‘must’’ for all 
far-seeing citizens interested in the economic 
and social well-being of our country. 
Vernon D. KEELER 

Beverly Hills, California 


how to use PSYCHOLOGY for better 
ADVERTISING, by Melvin S. Hattwick. 
(New York: Prentice-Hall, 1950. Pp. 376. 
No price given.) 


This book may well be described as cover- 
ing the conventional principles of advertising 
psychology such as appear in several books 
on the subject but vigorously “hopped up” in 
style, illustration, and typography. The re- 
sult is novel and interesting. As a textbook 
this does not make much difference. The 
professional advertising man, however, will 
feel right at home as he reads it. The re- 
viewer, who wrote the last book on advertis- 
ing psychology prior to this one, was inter- 
ested to note that very little in the way of 
new principles has developed in the inter- 
vening years. This is no reflection at all 
upon the author. 

For the psychologist familiar with the 
advertising field the foregoing is an adequate 
review of the book. Most of the readers of 
this’ journal, however, may profit from a 
bit more detail as to content. Likewise, a 
few critical comments pro and con will be in 
order. 

The book is divided into four parts: (1) 
What do customers want? (2) Steps that 
make advertising more effective. (3) Methods 
of evaluating advertising effectiveness. (4) 
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Building customer confidence in advertising. 
The second of these carries most of the load. 

The first chapter essentially sells psy- 
chology to the advertiser and is a bit repeti- 
tious. Then the author presents eight basic 
wants such as food and sex with a cartoon 
illustrating each. He comes back to these 
wants in part two. 

The second section begins with market 
analysis and stresses individual differences. 
There is commendable emphasis on research 
in connection with consumers. Surveys are 
discussed with appropriate stress on sam- 
pling and the interesting point made that 
whereas an error of 2 per cent in a political 
poll might predict the wrong president, an 
error of this magnitude would not be so 
serious in consumer surveys. Then he dis- 
cusses appeals including the eight basic 
wants mentioned above and some secondary 
ones. Different people might pick a different 
list but the author’s are at least important 
and are illustrated with a lot of headlines. 
He does tend to play down suggestion calling 
it “reminder advertising.” The reviewer 
would be inclined to give it a little more 
emphasis. 

Then follow chapters dealing with problems 
of attention such as size, position, pictures, 
color. Quite a bit of data are presented in 
connection with these problems, even some 
preliminary data on television. He wisely 
refrains from giving rules about the use of 
color where results are pretty equivocal. 
The problems of memory in advertising are 
adequately treated with mention of some 
basic principles as well as memory devices. 

The foregoing concludes the main section 
of the book and is followed by a good section 
on methodology. This includes pre-testing 
by checklist, the program analyzer, photo- 
graphs of eye movements and even the psy- 
chogalvanometer. Some of us are a bit skepti- 
cal of the last of these but the author is 
somewhat cautious at least. There is further 
discussion of evaluating advertisements by 
means of returned coupons, recognition tech- 
niques employed in interviews, sales records 
and inventories. These methods are discussed 
in considerable detail with due emphasis on 
the errors in some of the methods and means 


of correcting for those errors. 

The final section deals with the confidence 
of buyers and closes on the general note 
that we should be alert to buyers’ attitudes 
and try to keep them satisfied. 

A few general comments may be in order. 
There is not much of an adverse nature to be 
said. While obviously writing down to the 
layman as far as technical matters are con- 
cerned, the author occasionally mentions 
something such as the paired-comparison 
method or correlation coefficients without 
any further explanation. Here and there he 
seems to belabor some point unnecessarily. 
The style is so chatty in spots that one loses 
the continuity and must reread something. 
The rapidly changing typography occasion- 
ally is disquieting. However, as far as one 
can detect, this treatment does not create 
any false impressions or reflect unfavorably 
on psychology as a science. The numerous 
illustrations often help to make a point. 
If the author discusses the comparative 
effectiveness of three advertisements, he 
actually presents them. He quotes many. 
headlines. There are also many direct quota- 
tions from psychologists and advertising 
people. 

The author draws on research data quite 
extensively and while he does not go into 
statistical evaluation very much (for exam- 
ple, whether a difference is statistically 
significant), he repeatedly cautions about 
drawing conclusions from a small number of 
cases which amounts to much the same thing 
although it does not have quite the scientific 
tang. The book probably will appeal more 
to the general reader in the marketing field 
than to the teacher of advertising. Some of 
the latter may think it overdone. Others, 
like the reviewer, will have no qualms about 
putting it in the hands of students. On the 
whole it is an interesting venture. 

Harotp E. Burtt 
Ohio State University 


PurcnasinG, by Stuart F. Heinritz. (New 
York: Prentice-Hall, Inc., 1947. Pp. 671. 
$4.00.) 


With this work Mr. Heinritz has made a 
useful contribution to the literature on in- 
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dustrial procurement. Mr. Heinritz is well 
qualified to write this basic text on purchas- 
ing, and his work with the National Associa- 
tion of Purchasing Agents as well as his 
experiences as editor of Purchasing Maga- 


_zine are reflected to advantage in this 


manuscript. The book is written consistently 
from the management point of view and 
stresses, time and again, the contribution of 
purchasing to the efficiency of the business 
firm. The writer maintains good balance 
between a general exposition of principles 
and procedures and the application of these 
principles to specific situations. He uses well 
the technique of making specific reference 
to firms or industries. The book should not 
only prove to be a good text for courses in 
purchasing, but should also prove valuable 
to the purchasing agent as a source of ideas. 

Part I, Organization for Purchasing, in- 
cludes chapters on the purchasing function, 
purchasing and management, departmental 
organization, branch plant purchasing, and 
centralized purchasing. In Chapter III, 
“Departmental Organization,” Mr. Heinritz 
is lavish in his use of specific companies to 
illustrate variations in departmental organi- 
zation. 

The twelve chapters in Part II, Purchasing 
Principles, deal with such standard but im- 
portant topics as buying the right quality, 
controlling quality, determining quantity, 
buying at the right price, selecting sources 
of supply and maintaining good relationships 
with suppliers. Quality and quality control 
are particularly well handled, as are selection 
of sources and relationships with suppliers. 
In the introductory chapter for this section, 
Chapter VI, “The Economic Basis of Pur- 
chasing,” the author treats briefly the general 
economic importance of the purchasing func- 
tion together with an introduction of certain 
basic concepts, such as buyers’ and sellers’ 
markets, the purchasing cycle, and competi- 
tive buying. Unfortunately the discussions 
of “cost and value” and “the economic 
implications of price” are very concise. 

Part III, Purchasing Procedure, includes 
a series of chapters devoted to the various 
stages of the purchase procedure. Since the 
author has elected to include the chapter 


on “The Purchase of Capital Equipment” 
in this section, the treatment stresses the 
procedural aspects of buying equipment. 
This particular chapter could be strengthened 
by a more specific discussion of the practical 
aspects of replacement economy studies. The 
chapter on “Procurement by Manufacture” 
is also included in this section and offers a 
nine-page summary statement of the im- 
portant factors involved in the “make-or- 
buy” decision. The author writes clearly 
and concisely, but the treatment may be 
over concise for many readers. Since the 
“make-or-buy” decision is so frequently a 
question of basic policy, it might well have 
been placed in Part VI, Purchasing Policies, 
where it could appropriately be given more 
detailed attention. Chapters XXVI and 
XXVII offer a well-balanced summary of the 
legal aspects of purchasing. 

Part IV, Tools of Purchasing, brings into 
the analysis material not typically empha- 
sized in purchasing texts. The material on 
the use of purchasing department manuals 
and purchasing research is a welcome addi- 
tion to the subject matter. 

The final seven chapters which take up 
various purchasing policies include discus- 
sions of such topics as reciprocal purchasing, 
ethics in purchasing, and measuring pur- 
chasing performance. Chapter XXXII, “The 
Purchasing Program,” is a good summary 
statement of the necessity of adapting the 
purchasing program to the characteristics 
and operations peculiar to the individual 
business organization. In this chapter the au- 
thor brings together and integrates his earlier 
discussion of problems in bidding, negotia- 
tion, and selection of sources. 

This book is well written: the style is clear, 
and purchasing principles and procedures 
are usually well emphasized by means of 
appropriate illustrative material. The book 
should be most useful in educational pro- 
grams designed to emphasize the managerial 
aspects of purchasing. The questions at the 
end of each chapter might serve this purpose 
better if the author had seen fit to draw up 
a series of short situation-problems which 
suggest specific managerial decisions to be 
analyzed in class. This task is left up to the 
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individual instructor; and perhaps—in the 
view of many—this is quite desirable. The 
omission of a bibliography of sources and 
collateral materials is unfortunate. However, 
such weaknesses surely do not keep the work 
from being a valuable and useful addition 
to the literature on purchasing. 
C. N. Davisson 

University of Michigan 


DEVELOPING AND SELLING New Propvucts, 
by Gustav E. Larson. (Washington, D.C.: 
United States Department of Commerce. 
Pp. 75. $.25.) 

This small, pocket size booklet fulfills 
five important functions in planning and 
developing new products. It first presents 
a review of how and where new ideas for 
new products may be found, then covers se- 
lection of new products and the planning 
for markets, manufacturing, etc. that needs 
to go into it. The third section of the book 
reviews a number of ways in which new 
products may be made suitable to customer 
needs and desires. The book then goes on to 
discuss naming, packaging, trade mark laws, 
details of marketing and selling programs, 
illustrating these points with case histories, 
taken from both large and small companies 
in different fields of endeavor. While a 75 
page booklet cannot include everything nec- 
essary it does serve as a convenient guide- 
post to prevent some of the pitfalls of de- 
veloping and marketing new products. 

An additional and very valuable section 
of the book deals with specific bibliography, 
including the large list of government publi- 
cations and services available to help the 
manufacturer. Among specific products 
covered in the discussions are chemicals, 
electronics, canning, meat packing, soap and 
foods. A brief review of the new Lanham 
Trade Mark Act is included. 

It has often been said that it is not so 
much a case of what you know as what you 
remember to use, and the real purpose of 
this book is to act as a guide to help you 
remember to use everything you know in 
developing and selling new products. 

Davip U. ULLMAN 

Philadelphia, Pa. 


Sates MANAGEMENT, by Harold H. Maynard 
and Herman C. Nolen. (New York: 
Ronald Press Company, 1950. Pp. 667. 
$5.00.) 

Considerable progress has been made in 
the practice of sales management in the 
last twenty years. Emphasis today seems to 
be in the direction of making sales manage- 
ment a profession and the practitioner in the 
field approaches the scientist in methodology 
in the solution of his problems. With such 
emphasis, more and more sales managers 
must utilize analytical findings as the basis 
of plans before these plans are delivered to 
the sales organization for execution. Less and 
less, the modern sales manager is making 
recourse to his own experience in doing his 
work and is depending more on the efforts 
of other individuals in the sales organization. 
The modern sales manager has found that 
he has become a major executive needing 
a broad training in psychology, accounting, 
statistics and marketing. The inspirational 
job is still important, but apparently no 


longer as important as sound planning based . 


on sound data. 

This text, written by Professor Maynard 
of Ohio State University and Chairman of 
its Department of Business Organization, 
and by Mr. Nolen, vice-president of Mc- 
Kesson and Robbins, Inc., is a revision of 
their 1940 text. However, the present volume 
bears little relationship to the old as empha- 
sis in the present edition is on this newer 
concept of management, and on the newer 
techniques for determining the efficiency of 
both management and supervised personnel, 
where previously considerable space was 
devoted to such matters as equipment, rout- 
ing, conventions, etc. The new text is much 
broader in scope in that it is a management 
text devoted to scientific management. Such 
being the case the book is built around the 
following phases of management: the selec- 
tion of sound sales objectives, the develop- 
ment of an organization to carry out these 
objectives and policies, the perfection of 
control devices to see that the job is per- 
formed efficiently, and ways of measuring 
the degree of success in performance. 

The book is primarily intended for stu- 
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dents at the college level who are pursuing 
an active career in the sales field, and for 
those who expect to fill non-selling jobs but 
need a well rounded education in the field of 
selling. Secondly, the text is slanted at pres- 
ent sales executives. 

Sales Management is exceptionally well 
balanced in that it presents a philosophy 
of business practice together with techniques 
which may be used to give life to that philos- 
ophy or theory. The experience of a number 
of leading firms is cited to make the applica- 
tion more tangible. The arrangement of the 
book is also logical. The authors open 
with a picture of sales management as it 
exists today, followed by chapters regarding 
the formation of an organization for selling, 
and continuing with chapters treating the 
planning and control of sales. A separate 
part of the book is devoted to the formula- 
tion of sales policies. 

This new book is a splendid text for the 
teacher of sales management. The perspec- 
tive of the authors is one which all good 
teachers will endorse, the utilization of the 
material will lead to effective teaching for it 
is adequate and understandable. At the end 
of each chapter there are good thought 
provoking questions and some short prob- 
lems. These questions and problems should 
stimulate the student not only to apply 
what he has learned but to use outside 
sources such as trade magazines, and even 
check his own opinions against those of men 
actively engaged in the field of sales adminis- 
tration. 

To executives, this book can prove valu- 
able in that it may offer many new ideas: 
tried money savings techniques, methods 
which have-proven effective in other organi- 
zations, more effective know-how of manage- 
ment—how to draw up sales budgets more 
effectively, how to conduct marketing re- 
search for more profitable operation, how 
to forecast sales more accurately. 

Sales management should receive more 
than a satisfactory number of adoptions by 
colleges and also find a welcome spot on the 
desks of a large number of sales managers. 
Professor Maynard and Dr. Nolen deserve 
a round of applause for this contribution 


to the field of sales management. 
Leo T. Simmons 
St. Louis University 


Surveys, Potts AnD SampLes, by Mildred 
B. Parten. (New York: Harper Bros,, 
1950. Pp. 624. $5.00.) 

This interesting volume by an experi- 
enced social investigator, at present Research 
Associate at the University of Rochester, is 
an exposition of the steps required in making 
social surveys, public opinion polls and 
consumer studies. The author’s active par- 
ticipation in government investigations, 
particularly in the U. S. Department of 
Labor, in wartime emergency bodies, and in 
various communities and institutional sur- 
veys provides a substantial basis for the 
book. 

A useful historical account is given in the 
first chapter of the social surveys and polls 
which have been carried on in the US., 
describing how the field has developed from 
the early days of John Howard of England, 
Charles Booth and statistician Bowley, to 
the Pittsburgh Survey of 1909 in the U.S. 
The activities of the Russell Sage Founda- 
tion, and the community survey of “Middle- 
town” by the Lynds in 1927 and 1937 are 
also discussed. The extensive coverage of the 
U. S. Censuses, and the Real Property 
Inventories of the relief years, is followed by 
a description of early straw votes and maga- 
zine polls, the Fortune Magazine surveys, 
and the polls of Crossley, Roper and Gallup. 
Some leading market surveys are listed and 
discussed, including the radio research work 
of Nielsen and Hooper. 

The introduction is then followed by a 
discussion of the logical succession of steps 
with which researchers are familiar. These 
include planning the investigation, methods 
of securing information, the role of sampling 
in the process, the organization and person- 
nel of the survey, framing the questionnaire, 
types of sampling, size of the sample, and 
procedures used both in interviewing and 
in handling mail questionnaires. A separate 
chapter deals with sources of bias; two others 
with editing and coding, which are treated 
more fully than in most texts. Tabulation 
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and evaluation of the data are covered in 
Chapter XVI; preparation and publication 
of the report in Chapter XVII. The items 
in the sixty-five pages of the bibliography 
are arranged alphabetically. Charts and 
maps are discussed briefly without using 
graphic examples. 

The various types of surveys—factual 
marketing inquiries, surveys of present con- 
sumer opinion, and polls regarding the prob- 
able future action of groups of persons, will 
differ considerably in the methods to be used. 
The error in the prediction of the presidential 
election in 1948 is an example of what proved 
to be a mistake in estimating future collec- 
tive action,—a situation likely to develop 
when new conditions arise which cause people 
to change their minds. To guard against 
this more extended and complete informa- 
tion must be secured. 

While not devoted primarily to market- 
ing research, this volume presents the broad 
principles applicable to all social research. 
It constitutes a most useful addition to the 
working libraries of research workers in the 
American Marketing Association. 

Ernest S. BRADFORD 
Manhattan College 


Sates Promotion IpEA Book, by Printers’ 
Ink Editors and Contributors. (New 
York: Funk and Wagnalls Company, 
1950. Pp. 340. $5.00.) 


Just last year this writer reviewed for the 
JOURNAL OF MARKETING the Sales Idea Book 
by Printers’ Ink Editors and Contributors. 
Now a companion book—684 ideas in the 
field of sales promotion—has been prepared 
by the same authors. These capsule ‘“How- 
To-Do-Its” are presented in twenty-seven 
sections or groups, as. follows: 

(1) Introductory, (2) A peek at the lighter 
side, (3) Attention-getters, curiosity- 
arousers, and teasers, (4) Merchandising 
stunts and oddities, (5) Simple devices for 
economies, (6) Service slants that pay off, 
(7) Better promotion of the product, (8) 
Better promotion of the package, (9) Better 
promotion of the price, (10) Brand names, 
trade marks, and trade characters, (11) 


Advertising as a promotional and merchan- 
dising aid, (12) Merchandising the advertis- 
ing, (13) Coupons, inquiries, and follow- 
through, (14) Direct mail as a promotional 
and merchandising aid, (15) Place of booklets 
and catalogs, (16) Store lay-out, fixtures, 
and operation, (17) Stocks, inventories, 
orders, (18) Trade-ups, trade-ins, and tie-ins, 
(19) Premiums, samples and contests, (20) 
Dealers and dealer helps, (21) Displays and 
exhibits, (22) Cards and signs, (23) Models 
and demonstrations, (24) The salesman’s 
place, (25) Sales training, (26) Sales aids, 
(27) Sales letters, bulletins, house organs. 
There is a strong temptation to present 
the main idea of many more of these “cap- 
sule ideas” in sales promotion than the space 
of this review permits. The following few, 
selected at random through the twenty- 
seven sections of the book, must serve as 
sample, however. A store installed a hidden 
alarm clock that rang at irregular intervals 
during the shopping day. If a customer was 
completing a purchase when the alarm 
sounded, there was no charge for that pur- 
chase. A restaurant gave each patron a mini- 
ature menu upon which the waitress checked 
each item ordered and circled its price in the 
margin. This menu then served as the 
“check” for the meal. A jeweler used a unique 
packaging idea when selling diamond rings. 
Each ring was displayed in a box shaped 
exactly like a very large diamond, made of 
a clear plastic which displayed the ring clear- 
ly when the box was closed, and provided 
an attractive and lasting container for the 
ring after purchase. An automobile dealer 
developed prospects by attaching to the 
windshields of certain cars parked in the 
shopping district of his community a little 
card with this brief message printed on it: 
“WOULD YOU TAKE $900. FOR THIS 
CAR ON A NEW FORD? See T. E. Trenick 
at Pasco Motor Company. RIGHT AWAY 
WE NEED THIS TYPE OF CAR. Phone 
Wal. 4200.” Of course, the price inserted was 
the figure that a spot appraisal indicated 
could be allowed on a trade-in. A grocery 
store furnished each male shopper an at- 
tractively printed list of [TEMS MOST 
OFTEN FORGOTTEN by men, calling 
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special attention to brands featured by that 
store. A railroad in the habit of supplying 
the familiar little cardboard package of 
matches to its patrons conceived the idea 
of having these packaged in a cardboard 
freight car in pleasing color, with the top of 
the car attached like the lid of a box so the 
individual packages of matches could be 
removed easily. The freight car was novel 
enough to be retained on the user’s desk 
where it served as a constant reminder of the 
road providing that service. A fish market 
desired to introduce a new brand of salmon— 
boneless Jack Salmon. Letters were sent to 
a selected group of business men briefly de- 
scribing this delicious new brand, and offer- 
ing to deliver to their office on any Friday 
noon a full-sized sandwich of deep-fried bone- 
less Jack Salmon entirely free of charge. 
Why? After that sample whenever you crave 
a good and nourishing dinner either at home 
or in a restaurant you will ask for boneless 
Jack Salmon. Just one more. A fine whiskey 
frequently given as a Christmas gift was so 
packaged that a picture of a New York city 
street ran around the four sides of the pack- 
age containing a bottle. But when four bot- 
tles were purchased, and the four packages 
properly arranged side by side the four differ- 
ent sections of the picture could be made into 
one complete view of ‘the original Park and 
Tilford store established in 1840 at 35 Car- 
mine Street. An artistic novelty, also an 
inducement to buy four bottles to secure it. 

Obviously, when 684 ideas are presented 
some might fail to win the reader’s approval. 
For illustration, a restaurant thought it a 
good idea to have the notice WAITRESS 
WANTED in gold letters on their front 
window. Might this not suggest that condi- 
tions within were not conducive to long ten- 
ure of employment, with the result people 
were being hired and fired constantly? 
Most of the ideas, however, were not only 
original but intriguing. Some of them seem 
to possess definite merchandising value. 

The book is written concisely, clearly and 
factually. The many pictures and illustra- 
tions add to its interest and readability. It 
should prove valuable to anyone engaged 
in distribution, responsible for improving 


the effectiveness of the advertising, sales 
promotion, selling or merchandising func- 
tions. 

Frank H. Beacu 
University of Illinois 


PROFESSIONAL SALESMANSHIP by Charles 
B. Roth. (New York: McGraw-Hill Book 
Company, First edition, 1949. Pp. 278. 
$3.50.) 

This book, like similar ones, attempts to 
put salesmanship on a professional level. 
The author contends that salesmanship is as 
worthy of serious treatment in our educa- 
tional systems as law, medicine, or engineer- 
ing. He favors psychological aptitude tests 
to determine the presence of the “three main 
qualities essential to selling personality”: 
appearance, tact and sociability. Adopting 
the basic assumption that “‘salesmen are 
made, not born,” the book describes various 
training methods that have proven success- 
ful. 

The author identifies four main types of 
selling: specialty, staple, retail, and “idea 
selling,” and analyzes each type. The for- 
mula he gives for having ideas is a “‘three- 
point routine”: (1) observe and be curious; 
(2) give your imagination free rein; (3) try 
to see and fill a need. Many interesting- 
examples are given of the successful applica- 
tion of these three principles. 

The most important buying motives, ac- 
cording to this author, are vanity, cupidity, 
and fear. In the opinion of this reviewer, 
these motives are not the most important, 
nor are they even basic. 

Other chapters deal with the various types 
of customers—indecisive, talkative, and so 
on; with ways of finding and classifying 
prospects; and with the various “hows” 
common to books of this type—‘‘How to win 
and hold attention,” “How to interest your 
prospect,” “How to close more sales.” Also 
the author gives “‘a tested formula for mak- 
ing sales,” which consists of four steps: 
(1) the opening or approach; (2) the ex- 
planation; (3) the proof; and (4) the close. 
His formula and its treatment are not es- 
sentially different from those presented in 
other books on selling. 
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Frankly, although the book is well written 
and interesting to read, to anyone familiar 
with the current texts on salesmanship 
there is nothing particularly new or startling. 
But this is hardly a criticism, since salesman- 
ship is as old as the human race, and has 
been written about and practiced for thou- 
sands of years. It can be truthfully said, 
however, that the need for books on sales- 
manship is as continuous as the need for 
sermons from the pulpit. Every individual 
of high school age and beyond is constantly 
finding himself in situations where he has to 
persuade, influence, and convince, and al- 
most any discussion of the principles of sell- 
ing will help him to handle such a situation 
more successfully—‘‘to be master of the 
situation,” as this author states it. 

Since there are many millions who have 
never learned how to “sell” themselves and 
their ideas, the more books published on the 
subject, the better the chances of the “good 
word” spreading. Certainly, if one can judge 
from recent experiences of the reviewer and 
others he has talked to, selling effort in the 
business world has reached an all-time low; 
probably because during the war years and 
the post-war period no selling effort was 
needed. Many of those who entered this 
field during the last ten years have never 
felt the pressure of competition. This, or 
any other book on salesmanship, is strongly 
recommended to those who are now engaged 
in selling or who expect to be; and also to 
everyone who would like to improve his 
business and social relationships with other 


people. 
Haroip Haas 
Temple University 


Mass MarkKETING TO THE “400” Mass 
Reraicers by E. B. Weiss. (New York: 
Funk and Wagnalls Company in associa- 
tion with Printers’ Ink Publishing Com- 
pany, 1950. Pp. 391. $5.00.) 

This latest addition to the Printers’ Ink 
Business Bookshelf appeared in part as 
articles in Printers’ Ink. Basically, it is a 
popular presentation of retailing trends 
which, while well known to retailing students, 
are not fully appreciated—according to the 


author—by manufacturers. 

The foreword to the book states in brief 
fashion the major retailing trends which are 
discussed in the chapters which follow. It 
notes that “between 1920 and 1950—in that 
short span of 30 years—retailing ‘revolted’. 
It became Big Business . . . self-service; self- 
selection; robot... visual...made im- 
pulse buying a primary factor... cut the 
time-per-transaction ... turned away from 
the specialty operation . . . dropped all pre- 
tense about individual distinction . . . con- 
centrated volume in comparatively few 
hands.” (pp. ix-x) It then goes on to point 
out that this “revolution in retailing must 
have a powerful impact on the policies and 
practices of manufacturers selling through 
these outlets. That is particularly true with 
respect to the nationally advertised brands.” 
(p. x) 

The author is far more successful in detail- 
ing the “revolution in retailing” than in out- 
lining the “revolution in marketing by manu- 
facturers” that it should bring forth. As a 
matter of fact, much of the author’s advice 
to manufacturers is so general as to be of 
little value. To illustrate, at the end of a 
chapter which emphasizes that the super 
drugstore is an attempt to increase the aver- 
age sales check and to cut the time per trans- 
action, it is stated that “manufacturers 
who have merchandising stories which con- 
form to that pattern will find a reasonably 
receptive audience in the drug chains.” (p. 
176) Still later the drug manufacturers are 
told that if they “develop a major promo- 
tional program for the super-drug unit geared 
to modern requirements, ... (he) can win 
promotional cooperation in the super drug- 
store units that will really produce worth- 
while results.” (p. 190) However, the exact 
steps the manufacturer should take are not 
explained. 

Despite poor organization and a rambling, 
repeating style, this volume is so filled with 
challenging statements that it should be 
read by all those interested in the world 
of marketing. Some of the author’s conclu- 
sions will be accepted by most readers with- 
out hesitation, such as: 

1. “The evening hours are unquestionably 
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destined to assume greater importance as 
shopping hours.” (p. 347) 

2. “All retailers are adding new depart- 
ments, diversifying their inventories, aiming 
toward furnishing the public with an ‘every- 
thing under one roof’ service.” (p. 152) 

However, not all of the author’s con- 
clusions will find such complete acceptance. 
Some of them may conform with the reader’s 
general judgment, but he will require more 
supporting evidence before he is willing to 
give them complete support. In this category 
we find such statements as these: 

1. “In almost every merchandise cate- 
gory we find the ‘private’ brand occupying 
a position today of greater importance than 
ever before.” (p. 328) 

2. “Advertising has reached man’s stature, 
economically speaking. But it still gets a 
boy’s allowance.” (p. 95) 

Finally, the critical reader will discover 
that some of Mr. Weiss’s thought-provoking 
conclusions do not conform with his own 
convictions. Although the specific conclusions 
which would be placed in this category vary 
from reader to reader, the present reviewer 
offers these as examples: 

1. “The private brand produced by a 
maker of a national brand as a means of 
‘serving two masters’ has probably outlived 
any usefulness it ever had.” (p. 322) 

2. “The bald truth is that the great shop- 
ping public has less time for shopping, and 
less inclination to spend time shopping (than 
ever before).” (p. 140) 

3. “The specialty store has all but dis- 
appeared.” (p. 115) 

4. “Those 400 large retailers were created 
largely by national advertising.” (p. 3) 

No one can read this book without finding 
many of his preconceptions severely chal- 
lenged and without being forced to think 
about the marketing changes which are 
taking place. A book needs no higher recom- 


*mendation. 


CHARLES F, PHILLIPS 
Bates College 
BRIEFLY NOTED 
By J. Dirksen 


SHopPpING CENTERS AND STREET FRONTAGE, 
by Howard Whipple Green. (Cleveland: 


Cleveland Real Property Inventory, 1949. 
Pp. 52. No price given.) 


This time the report presents information 
about the 259 shopping centers in greater 
Cleveland, classified by size and importance, 
It shows the number of retail stores and 
service establishments by type in each of 
these shopping centers. It also gives the use of 
all street frontage in seventeen principle 
thoroughfares during the period 1934 to 
1948. 

The report will be very useful to organiza- 
tions planning sales and distribution pro- 
grams in the Cleveland community as well 
as serving as a guide to those who may be 
planning similar studies in other areas. 


Basic Data oF THE AMERICAN Economy, 
by W. Nelson Peach and Walter Krause. 
(Chicago: Richard D. Irwin, Inc., Third 
Edition 1950-51. Pp. 248. $3.00.) 


The purpose of this compilation of tables 
and charts is to provide a wide range of 
factual information to accompany discussion 
of the principal topics usually covered in 
introductory economics courses. 

The charts and tables in this statistical 
supplement have been brought completely 
up-to-date and much new material has been 
added to make it a fairly complete survey 
of basic economic activity in the United 
States. 

The material on the national income sec- 
tion, the population and the working force, 
and on trade, will be of particular interest to 
those in the marketing field. 


Cuttine Fitinc Costs, Dartnell Report No. 
s90. (Chicago: The Dartnell Corporation. 
Pp. 53- $7.50.) 

The report issued by the Dartnell Cor- 
poration is based on a year and a half of 
study and field interviews with more than 
235 selected companies. Among the organiza- 
tions whose filing programs are analyzed 
are the Westinghouse Electric Corporation 
whose ‘“‘Flow Schedules” for record destruc- 
tion saved the company $200,000 a year, 
and the Sun Oil Company which has been 
able to discard more than one million pounds 
of paper in the last three years. 
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Few companies, according to the report, 
realize just how little material in their files 
they actually need. About thirty-five per 
cent of the contents of the average company’s 
filing cabinets can be immediately destroyed. 
Only ten per cent needs to be kept perma- 
nently. The rest must be kept for current 
operational needs but can be destroyed from 
time to time. 

The report is in two sections; one is de- 
voted to the general principles of records 
through a detailed description of the various 
administrative techniques developed by the 
companies contributing their experience to 
the study. 


TECHNIQUES OF INTERNATIONAL TRADE, by 
Morris S. Rosenthal. (New York: McGraw- 
Hill Book Company, 1950. Pp. 554. $6.00.) 


This is a thorough revision and expansion 
of “Technical Procedure in Exporting and 
Importing.” The book contains detailed 
information on all phases of international 
trade technique and covers the entire field 
of foreign trade practice from the time a 
transaction is initiated until the shipment is 
made and all details are completed. Actual 
examples are given, and the author discusses 
fully the reciprocal obligations which are 
assumed by buyers and sellers in different 
markets. 


How to Pick Leavers, by G. L. Freeman 
and E. K. Taylor. (New York: Funk and 
Wagnalls Company, 1950. Pp. 226. $3.50 


This book is a practical guide to recogniz- 
ing potential leaders, and discusses the im- 
portant factors governing leadership selec- 
tion: Personality factors, aptitude and pro- 
ficiency, emotional control factors, the ethi- 
cal factor, interpersonal control, adapta- 
bility, ability to delegate, group leadership, 
and the like. 

It is soundly based on methods used with 
outstanding success in selecting officers dur- 
ing the war and should be very helpful to 
management to help predict which men, 
given the chance to lead, will succeed. 


THE GROWTH AND DEVELOPMENT OF EXxEcu- 
tives, by Myles L. Mace. (Boston: Har- 


vard University, Graduate School of 
Business, 1950. Pp. 200. $3.25.) 


The supply of executive manpower in 
business corporations ever needs replenish- 
ing. The expansion of operations, retire- 
ments, and other circumstances cause va- 
cancies to occur which must be filled. Fre- 
quently there is a dearth of well-qualified 
candidates for filling vacancies both in top 
management positions and at lower adminis- 
trative levels. 

Numerous actual experiences are dis- 
cussed to illustrate how executives help sub- 
ordinates grow through the utilization of 
abilities and capacities in carrying out ad- 
ministrative responsibility. 

While the study was limited to the ex- 
periences of manufacturing companies in 
order to keep the research within manage- 
able limits, Professor Mace’s observations 
should be of value to all business adminis- 
trators. 


MatTERIALS For CHECKING UP ON SALES. 
TRENDS AND OTHER OPERATING RESULTS 
DeEparTMENT Stores, by James 
C. Yocum. (Columbus, Ohio: Ohio State 
University, 1949. Pp. 28. $.50.) 


The present publication is one division 
of the bureau’s three-part program of provid- 
ing accurate figures on retail sales trends, 
both current and long term, by kind of 
business . . . so that retailers of all sizes and 
in a wide range of retail lines, will enjoy the 
same kind and quality of trade information 
once available only in restricted fields, oc- 
cupied primarily by larger stores: 


1. The “Checking Up” handbook shows 
how the individual store can use current 
trade statistics to aid its own manage- 
ment. 

2. An earlier publication “Sales of Ohio 
Retailers, 1935-1947” combines in one 
statistical book the complete data for 
each of nineteen kinds of retail busi- 
ness, plus explanation of trends and 
statistical methods. 

3. The Ohio Retail Analyst is a monthly 
periodical which carries the trade in- 
dexes forward currently. 
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BOOKS RECEIVED 


An Outline of Advertising, by George Burton Hotchkiss. 
(New York: The Macmillan Company, 1950. Pp. 
605. $5.00.) 

A Contribution to the Theory of the Trade Cycle, by J. R. 
Hicks. (New York: Oxford University Press, 1950, 
Pp. 201. $2.00.) 

The Distribution of Consumer Goods, by Jefferys, 
Maccoll, and Levett. (New York: Cambridge Uni- 
versity Press, 1950. Pp. 430. $7.50.) 

Federal Marketing Programs for Fruits and Vegetables, 
by George L. Mehren. (Berkeley Calif.: Giannini 
Foundation of Agricultural Economics, 1949. Pp. 88. 
No price given.) 

Government and Business, by Vernon A. Mund. (New 
York: Harper and Brothers, 1950. Pp. 659. No price 
given.) 


How to Make More Money with Your Direct Mail, by 
Edward N. Mayer, Jr. (New York: Funk and 
Wagnalls, 1950. Pp. 322. $5.00.) 

Robert Collier Letter Book, by Robert Collier, Sixth Edi. 
tion, Revised. (New York: Prentice Hall, Inc., 1950, 
Pp. 463. $5.65.) 

Sales and Advertising Opportunities for the Small Manu. 

facturer, by Norman Clyde Tompkins. (New York: 
Funk and Wagnalls Company, 1950. Pp. 346. $4.50.) 

Trade and Agriculture, by D. Gale Johnson. (New York: 
John Wiley and Sons, Inc., 1950. Pp. 198. $2.50.) 

The Monetary and Banking System, by George Walter 
Woodworth. (New York: McGraw Hill Book Com. 
pany, 1950. Pp. 588. $5.00.) 

Management Research in Retailing, by H. Pasdermad- 
jian. (London: Newman Books, 1950. Pp. 177. 16s 
net.) 
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A.M.A. Notes 


GEORGE H. BROWN 
Editor 


1950 Mid-Year Conference held in San 
Francisco 


Approximately 225 members enjoyed the charm and 
hospitality of San Francisco while attending the As- 
sociation’s 26th Bi-Annual Conference. The program, 
which appears below, was enthusiastically received by 
all attending. 


San Francisco Conference Program 


Monday, Fuly 17—Afternoon Session (2:15 P.M.) 


Opentno REMARKS 

Conference Chairman: Stuart P. Walsh, University of 
Santa Clara, Santa Clara 

President (National Association): Everett R. Smith, 
Macfadden Publications, Inc., New York City 

Greetings from Governor Earl Warren and Mayor 
Elmer Robinson 

Cuancinc Marketinc Patterns Across AMERICA 

Speaker—Wroe Alderson, President Alderson & Ses- 
sions, Philadelphia 

Wuat Causes Cuancinc Marketino Patrerns? 

Speaker—Paul W. Stewart, President Stewart, Dougall 
& Associates, N. Y. City 


Tuesday, Fuly 18—Morning Session (9:30 A.M.) 


NATIONAL PaTTERNS AND REGIONAL DIFFERENCES IN 
AvuTOMOTIVE MARKETING 

Speaker—Raymond A. Robinson, Director of Research, 
Crowell-Collier Publishing Co., New York City 

VaRIATIONS IN WHOLESALE AND Retatt MARKET 
STRUCTURES 

Speaker—David E. Faville, Professor Grad. School of 
Business, Stanford University 

Price Facrors in Movements or Goons AND SERVICES 

Speaker—George Mehren, Associate Professor College 
of Agriculture, University of Calif., Berkeley 

Luncheon Meeting—12:15 P.M. 

No Hett a HANDBASKET 

Speaker—E. Palmer Hoyt. Publisher, Denver Post, 
Denver 


Afternoon Concurrent Sessions (2215 P.M.) 

Group I—Recronat Variations 1n Propuct Demanp 

Chairman: George W. Robbins, Associate Dean, School 
of Business Administration, University of California, 
Los Angeles 

Case 1—Industrial Surveys Company, New York City 

Speaker—Curtis C. Rogers, Exec. V. Pres. 

Case 2—General Foods Corporation, New York City 

Speaker—Richard H. Moulton, Director of Market Re- 

Case 3—Los Angeles Times, Los Angeles 


Speaker—Fred C. Selzer, Jr., Manager of Market Re- 
search 

Group II—TransportaTION Factors AND WHOLESALE 
MARKETS 

Chairman: N. H. Engle, Professor University of Wash- 
ington, Seattle 

Case I—Transportation of Citrus Fruits 

Speaker—Robert C. Neill, Traffic Mgr. California Fruit 
Growers, Los Angeles 

Case 2—The Spokane Wholesale Market 

Speaker—Rayburn D. Tousley, Professor State College 
of Washington, Pullman, Wash. 

Case 3—Operation Eastbound 

Speaker—Henry E. Manker, General Traffic Mgr., 
Plomb Tool Co., Los Angeles 

Group II]—Price Factors 1n Movements or Goons 
AND SERVICES 

Chairman: Charles J. Dirksen, Dean College of Business 
Administration, University of Santa Clara, Santa 
Clara 

Case 1—Factors Affecting the Wholesale Price Level 

Speaker—B. Frank Lynip, Jr., Dir. of Planning and 
Statistics, C & H Sugar Refining Corp., San Francisco 

Case 2—Using Freight Costs as a Competitive Weapon 
in Industrial Selling 

Speaker—Charles W. Smith, Senior Associate, Mc- 
Kinsey & Company, New York City 

Case 3—Price Factors Influencing Movement of Cali- 
fornia Dairy Products 

Speaker—Dr. Kenneth D. Naden, Instructor in Agricul- 
tural Economics, Giannini Foundation, University of 
Calif., Los Angeles 


Dinner Meeting—7:00 P.M. 


AMERICA AT THE CROSSROADS 
Speaker—Charles Luckman 


Wednesday, Fuly 19—Morning Session 


Brancn MAanuracrurinc AND Marketino Opera- 
TIONS 

Speaker—James E. Holbrook, Vice-President, The 
Paraffine Companies, Inc., San Francisco 

ADVERTISING AND THE GEOGRAPHY OF MARKETS 

Speaker—Warwick S. Carpenter, Pacific Advertising 
Sales Manager, Sales Management, Santa Barbara 

MANAGEMENT Toots For ANALYZING MARKETS 

A. Marketing Research 

Speaker—Harry C. Grimsley, Former Mgr. of Market- 
ing Research, General Petroleum Corporation, Los 
Angeles 

B. Distribution Cost Accounting 

Speaker—Charles H. Sevin, Distribution Cost Section, 
Marketing Division, Office of Domestic Commerce, 
U.S. Department of Commerce, Washington, D.C. 
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Luncheon Meeting—12:00 


MarkeETING IN AN Expanpinc Economy 

Speaker—Arno H. Johnson, Vice-President and Direc- 
tor of Media and Research, J. Walter Thompson 
Company, New York City 


Afternoon Concurrent Sessions—2:15 


Group I—Brancu MAnuracturING AND MARKETING 
OPERATIONS 

Case 1—Robert R. Dockson, Economist Prudential 
Insurance Co. of America, Los Angeles 

Case 2—Management Problems Arising from Branch 
Manufacturing and Marketing 

Speaker: Ira G. Corn, Jr., Director of Market Research, 
Dearborn Stove Company, Dallas 

Group II—ApveERTIsSING AND THE GEOGRAPHY OF 
MarkKETs 

Chairman: Carleton Green, U.S. Dept. of Commerce, 
San Francisco 

Case 1—Some Case Studies 

Speaker—Howard Willoughby, Vice-President and 
General Manager, Sunset Magazine, San Francisco 


Modern Medicine Pub- Alfred W. Hubbard 
lications 

National Analysts, Inc. Arnold J. King 

The New York Times Harry Rosten 

Northeastern Distribu- Adolph Ullman 
tors, Inc. 

Pabst Brewing Company Wm. W. Heusner 

Pillsbury Mills, Inc. Robert T. Browne 

Printers’ Ink Publishing C. B. Larrabee 
Company 

Standard Oil Company Nelson H. Seubert 
(N. J.) & Affiliates 

Standard Rate & Data Harvey A. Harkaway 
Service, Inc. 

Stop & Shop, Inc. Richard F. Spears 

Tennessee Eastman Corp. R. L. Churchill 

This Week Magazine Harry H. Gould 

J. Walter Thompson Co. = Arno H. Johnson 

Time, Incorporated A. Edward Miller 


Student Marketing Clubs: The Association is now 
sponsoring sixty-four Student Marketing Clubs at the 


Case 2—Speaker—Elverton B. Stark, Editor, Western 
Canner & Packer, San Francisco 


Concluding Session—Summary and Business Meeting 


Current company memberships approved by Board: 


Company Company REPRESENTA- 
TIVE 
Alderson & Sessions Robert E. Sessions 
Armour & Company Sam Teitelman 
Batten, Barton, Durstine Miss Tobey Muskin 
& Osborne, Inc. 
Bristol-Myers Co. George N. Burleigh 
Chicago Tribune Maurice T. Reilly 
Crowell-Collier Publish- Raymond A. Robinson 
ing Co. 
Curtis Publishing Co. Donald M. Hobart 
The Davison Chemical N. Dana Lovell 
Corporation 
The Farmer Walfred E. Boberg 
Farm Journal, Inc. Casilda V. A. Wyman 
Firestone Tire & Rubber Thomas MacGowan 
Company 
General Electric Co., A. K. Gaetjens 
Lamp Dept. 
General Mills, Inc. Gordon A, Hughes 
B. F. Goodrich Co. Dean Carson 
Goodyear Tire and Rub-_iR. E. Davis 
ber Co., Inc. 
Gould, Brown & Sumney, Henry O. Gleiss 
Inc. 
Industrial Surveys Co. Harper W. Boyd, Jr. 
Lever Brothers Co. R. Graustein, Jr. 
Eli Lilly & Company Mrs. Martha Schaaf 
McKinsey & Company Marvin Bower 


Macfadden Publications, 
Inc. 

Marshall Field & Co. 

Miles Laboratories, Inc. 

Minnesota & Ontario 
Paper Company 


Everett R. Smith 


Dorothea Van Westrienen 
Mrs, Treva Van Solingen 
George H. Hardisty 


following colleges and universities: 


ScHOooL 

Akron University of 

American Institute for 
Foreign Trade 

Arizona, University of 

Arizona State College 

Arkansas, University of 

Boston University 

Boston College 

California, University of 

Chicago, University of 

Cincinnati, University of 

Clarkson College 

College of the City of New 
York 

Connecticut, University 
of 

DePaul University 

Detroit, University of 

Duquesne University 

Emory University 

Fenn College 

Florida, University of 

Fordham University 

Howard University 

Illinois, University of 

Illinois Institute of Tech- 
nology 

Indiana University 

Johns Hopkins University 

Louisiana State Univer- 
sity 

Loyola University 

Macalester College 

Marquette University 

Maryland, University of 

Massachusetts Institute 
of Technology 

Michigan, University of 

Michigan State Coll. 

Minnesota, University of 


Facutty Apvisor 
Dr. Warren Leigh 
Prof. Gail Murphy 


Prof. Paul D. Hutchins 
Prof. A. S. Bratcher 
Prof. L. C. Yoder 

Prof. K. D. Hutchinson 
Prof. F. H. Bryan 
Prof. D. A. Revzan 
Prof, G. H. Brown 
Prof. M. R. Karas 
Prof. George Risley 
Dr. Robert A. Love 


Prof. Tamlin K. Lindsay 


Prof. Iver M. Olson 
Prof. R. A, Fiocchi 
Prof. Wm. K. Schusler 
Prof. Buford Brandis 
Prof. Vance Chamberlin 
Prof. C. Wm. Emory 
Prof. J. M. Manning 
Prof. H. N. Fitzhugh 
Prof. Robt. G. Seymour 
Prof. Manley H. Jones 


Prof. W. L. Haeberle 
Prof. Richard M. Alt 
Prof. K. D. Reyer 


Prof. Kenneth B. Haas 
Prof. P. E. Herzog 
Prof. Leonard Bisbing 
Prof. Kenneth Grubb 
Prof. J. S. Cross 


Prof. S. H. Rewoldt 
Dr. David J. Luck 
Prof. E. H. Lewis 
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Mississippi, University of Prof. P. C. Kelley Baightel, Warren J. “ae 
Mississippi State College Prof. D. J. Schwartz, Jr. P.O. Box 82, Grand Rapids, Ohio ue 
Northeastern University Prof. C. N. Dufton Barel, Everett a 
Northwestern University Prof. Wm. F. Egloff 750 Ocean Ave., Brooklyn 26, N. Y. 
Ohio State University Prof. Paul L. Brown Beal, Thomas H. 
Oklahoma, University of Prof. D. M. Crites Broadway, Hanover, Mass. 2 
Pace College Prof. S. Mullin Bennett, Harry W. _ 2 a 
Pennsylvania, University Prof. D. Clyman Jelke Good Luck Products Division, Lever Bros. Co., ‘ 
of 505 Park Ave., New York, N. Y. 3 
Pittsburgh, University of Prof. Arend E. Boer Benson, Rex R. a 
Rensselaer Polytechnic 1716 Twenty-Sixth Ave., Meridian, Miss. 
Institute Bergman, Howard L. 
Roosevelt College Prof. E. S. Gordon Seventeen Magazine, 488 Madison Ave., N. Y., N. Y. 
Rutgers University Prof. Paul K. Edwards Bernstein, Joseph Jay 
San Francisco, University Prof. T. R. Martin 2901 Jermain Dr., Toledo 6, Ohio 
of Bernstein, Maurice S. 
Santa Clara, Universityof Prof. J. F. Monasta 53 Clayton St., Malden 48, Mass. 
South Dakota, University Prof. R. L. Blomstrom Bernstein, Sidney M. 
of 1222 S. Keeler Ave., Chicago 23, Ill. 
Southern California, Uni- Prof. George Merrill Bernstein, Stanley 
versity of 4100—43 Ave., Long Island City 4, N.Y. 
St. Johns University Prof. Wm. E. Gunderson Blake, James E. 
St, Louis University Prof, Avery Schermer Crouse, Hinds Co., Wolf at 7th North St., Syracuse 1_ cad 
Syracuse University Prof. Duane Doolittle N.Y. ma 
Temple University Prof. M. S. Heidingsfield Block, Esther 
Bert S. Gittins, Advertising, 739 N. Broadway, Mil- 4 
Texas, University of Prof. E. G. Smith Whe 
Texas Southmost College Prof. L. H. Bonham 
Texas Technological Col- Prof. H. E. Golden 
Easy Washing Machine Corp., Solar & Spencer Sts., 
Washington University Prof. L. C. Wagner Syracuse 1, N. ¥. _ 
of Boxshus, John P. 
Washington University Prof. Ross M. Trump 10 Ellsworth St., Worcester, Mass. 
Wayne University Dr. Spencer Larson Brenner, Theodore P., Jr. cs 
West Virginia, University Prof. W. O. Roberts 181 Sheboygan St., Fond du Lac, Wis. is 
of Britton, Blaine S. a 
Wisconsin, University of Prof. J. H. Westing The Dartnell Corp., 4660 N. Ravenswood, Chicago e 
Wisconsin, University of Prof. D. G. Leeseberg 40, Ill. ss 
(Milwaukee Extension) Broadbooks, Florence T. (Miss). J 
Stromberg-Carlson Co., 100 Carlson Rd., Rochester 
The Association welcomes the following new mem- 3, N. Y. 
bers who were accepted during the period from May 1, Brown, John Terry sl 
1950 through July 31, 1950. St. Louis Globe-Democrat, 1133 Franklin, St. Louis 1, = 
Adams, Fred, Jr. Mo. 
Adams Extract Co., 2216 San Gabriel St., Austin 62, Brownlee, Ralph E. *e. 
Texas Marquette University, Milwaukee, Wis. : 
Ames, B. F, Bruns, G. H., Jr. 
141 S. Center St., South Orange, N. J. s00 Barns Ce. Concord. Calif, 
Anderson, Irving C. Campbell, Robert L. 
— Corp., 1514 Drover St., Indianapolis Se alrigh t Co., Inc., Fulton, N. Y. ; i 
“ Cassel, Edward Clayton 
Lamp Dept., General Electric Co., Nela Park, Cleve- 3028 N., Ninth St., Philadelphia 33, Pa. % 
land 12, Ohio Chantry ’ John R. 
Arnow, William A. Chicago Tribune, Tabulating Installation Divn. 435 “J 
USDA, PMA—M & FRB, Washington 25, D. C. N. Mich., Chicago, Ill. oo 
Austin, G. Clark Charlton, William H. 
15517 Brewster, East Cleveland 12, Ohio Temple University, Management Service Div. 1808 
Ayer, Ray C. Spring Garden St., Philadelphia 30, Pa. 
Dodge Divn. Chrysler Corp., 7900 Jos. Campau, Coll, Andrew J. 
Detroit 31, Mich. 73 S. Oraton Parkway, East Orange, N. J. 
Baicker, Alan H. Comer, Orville 
Baicker-Williams-Baicker, 213 N. gth St., Scranton Washington University. Dept. of Retailing, St. Louis, % 


Pa, 
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Cooper, Harold H., Jr. 
Dewey & Almy Chemical Co., 62 Waitmore Ave., 
Cambridge 40, Mass. 
Cornell, S. A. 
The Murray Corp. of America, 7700 Russell St., 
Detroit 11, Mich. 
Court, Andrew T. 
General Motors Corp., 3044 W. Grand Blvd., Detroit 
2, Mich. 
Crennan, Gerald E. 
William Esty & Company, 100 East 42nd St., N. Y. 
7, 
Dean, Lawrence H. 
Box 112, Des Moines, Wash. 
De Pace, Paul 
Food Machinery and Chemical Corp., 333 W. Julian 
St., San Jose 5, Calif. 
Deppman, George 
Owens-Illinois Glass Co., La Salle Wacker Bldg., 
Chicago, Ill. 
Donovan, Nelle C. (Mrs. Leo F.) 
Midwest Opinion Associates, 101 Sherman Ave., 
Peoria 5, Ill. 
Doscher, William E. 
848 E. soth St., Chicago 37, Il. 
Drier, Roy S. 
328 Campbell Ave., West Haven 16, Conn. 
Dufton, Charles H. 
4 Sterling St., Andover, Mass. 
Dulin, George H. 
310 Cotton St., Greenwood, Miss. 
Eliason, Harvey Julius 
47 Ashby Road, Upper Darby, Pa. 
Elliott, George B., Jr. 
P.O. Box 526, Pikeville, Ky. 
Ferguson, Stuart U. 
Savage Arms Corp., 311 Turner St., Utica 1, N. Y. 
Fitzgerald, Edward J. 
Unsinger-AP Corp., 1801 Spielbusch Ave., Toledo 1, 
Ohio 
Flegal, H. Drew 
Northeastern Distributors, Inc., 588 Commonwealth 
Ave., Boston, Mass. 
Ford, Dorothy (Miss.) 
Marshall Field & Co., 111 N. State St., Chicago 90, 
Ill. 
Fraser, David R. 
Development Dept., Canadian Industries, Ltd., P.O. 
Box 10, Montreal, Quebec 
Gardner, May Irene (Miss.) 
Prune Admin. Committee, 2 Pine St., San Francisco 
11, Calif. 
Garfield, Frederick M. 
1741 Parkline Dr., Prospect Park, Pittsburgh 27, Pa. 
Garrison, William L. 
1725 Orrington Ave., Evanston, Ill. 
Gholson, E. T. 
Sweeney & Moore, Inc., 20180 Mack Ave., Grosse 
Pointe Woods, Mich. 
Gibbs, Klare M. 
Bryant Heater, Div. of A.G.E., 17825 St. Clair Ave., 
Cleveland 10, Ohio 
Goldsmith, Clyde B. 
1723 W. French PI., San Antonio 1, Tex. 


Gordon, Arthur J. 
Kelly-Smith Co., 441 S. Salina St., Syracuse 2, N. Y. 
Goto, Arthur 
650 Cypress Ave., Pasadena 3, Calif. 
Graff, Frederic E. 
80 S. Grand Ave., Pasadena 2, Calif. 
Greb, Edwin P. 
128 Morgan St., Oberlin, Ohio 
Grey, E. Gerald 
Alley & Richards, Inc., 1206 Statler Bldg., Boston 16, 
Mass. 
Gross, Edwin J. 
84-12 Fleet Court, Rego Park, L. I., N. Y. 
Gumberg, Charles N. 
7830 S. Phillips Ave., Chicago 49, Ill. 
Hall, Henry Jacques 
3579 Fish Ave., Bronx 67, N. Y. 
Hallstein, George C., Jr. 
6248 N. Oakley St., Philadelphia 11, Pa. 
Hanson, Harold Henry 
Dearborn Motors Co., 15050 Woodward, Detroit 3, 
Mich. 
Harbison, Joseph L. 
1417 W. Gerard Ave., Philadelphia 30, Pa. 
Hatton, David R. 
6821 W. 30th St., Berwyn, IIl. 
Hayt, William H. 
9615 S. Hoyne, Chicago 43, Ill. 
Healy, Thomas L. 
910 Brookridge, Ames, 
Hebert, Louis A. 
The Englander Co., Inc., Chicago 8, Ill. 
Helm, David A. 
10 May St., Worcester 3, Mass. 
Henley, Rupert Carlyle 
2209 Payne, Evanston, Ill. 
Hills, Horace B. 
The William Carter Co., Needham Heights 94, Mass. 
Hodgins, William E. 
10 Ferris Ave., Apt. 424, Highland Park 3, Mich. 
Holvick, Olaf 
Statistical Analysts, 1540 National Bank Bldg., 
Detroit 26, Mich. 
Howard, Wilfred F. 
J. Walter Thompson Company, 535 Griswold St., 
Detroit 26, Mich. 
Hutchings, Richard R. 
Eastman Kodak, 343 State St., Rochester 4, N. Y. 
Jones, D. Ford 
Research Director, Baker Advertising Agency, Ltd., 
1375 Yonge St., Toronto, Ontario, Canada 
Julius, Harvey 
47 Ashby Road, Upper Darby, Pa. 
Katz, Bernard V. 
559 W. Surf, Chicago 14, Ill. 
Keith, Terry H. 
19094 Banks, Houston, Tex. 
Kennedy, W. Gorman 
National Breweries, Ltd., 990 Notre Dame St. West, 
Montreal 3, Quebec 
Keppler, Wharton Fields 
M. & R. Dietetic Laboratories, Inc., 8 East Long St., 
Columbus 16, Ohio 


Ki 
K 
K 
K 
h 
I 
I 
] 
“4 


3; 


THE JOURNAL OF MARKETING 


263 


King, Burton 
Burlington Mills Corp. of N. Y., 350-5¢h Ave., New 
York, N. Y. 
King, Robert A. 
310 W. Beecher Ave., Jacksonville, Ill. 
Kinzig, Robert J. 
Statistical Tabulating Co., 53 W. Jackson Blvd., 
Chicago 4, Ill. 
Koenig, Edward L., Jr. 
Product Development Corp., 2526 S. Hill St., Los 
Angeles 7, Calif. 
Koudelik, Louis Frank 
3213 N. 33rd St., Milwaukee 10, Wis. 
Knezevich, Hugo 
Dun & Bradstreet, Inc., 1446 New York Ave., N.W., 
Washington 5, D. C. 
Kroll, Seymour 
2212 Wilson Ave., New York 67, N. Y. 
Lahr, Fred W. 
Lahr Advertising Agency, 915 N. Penn, Indianapolis 
4, Ind. 
Lane, Sidney Lanier 
263 Pace St., Forest, Miss. 
Leveridge, Lloyd R. 
Leveridge Motor Co., 1436 S.W. 29, Oklahoma City, 
Okla. 
Lewis, Richard G. 
927 West 34 St., Los Angeles 7, Calif. 
Locke, John E., Jr. 
7221 Second Ave., Kenosha, Wis. 
Loeb, Paul I. 
407 Candler Bldg., Atlanta, Ga. 
Loewi, Marshall A. 
1500 E, Fairy Chasm Road, Milwaukee 11, Wis. 
Long, Robert W. 
3615 Pillsbury Ave., Minneapolis 8, Minn. 
Mack, Hugh R., Jr. 
Fred M. Randall Co., 3315 Book Tower, Detroit 26, 
Mich, 
Mackenzie, K. A. 
Sherwin-Williams Co., Canada Ltd., 2875 Centre St., 
Montreal, P. Q. 
MacWilliam, George M. 
18 Townley St., Hartford 5, Conn. 
Maescher, A., Jr. 
Oakleigh R. French & Associates, 4235 Lindell Blvd. 
St. Louis 8, Mo. 
Magil, J. Mendel 
1562 Sanford St., Muskegon 24, Mich. 
Maher, Robert W. 
Eastman Kodak, 343 State St., Rochester 4, N. Y. 
Marsh, Robert Hilton 
27 Windsor St., Arlington 74, Mass. 
Masterson, Francis J. 
U. S. Steel Export Co., 30 Church St., New York, 
N. Y. 
Maynard, Albert D. 
304 Haas-Howell Bldg., Atlanta 3, Ga. 
McAlpine, John R. 
J. Walter Thompson Co., 535 Griswold St., Detroit 
26, Mich. 
McCreery, Fran 
R. D., Holts Summit, Mo. 
McFadyen, Robert W. 


National Broadcasting Co., Inc., 30 Rockefeller 
Plaza, New York 20, N. Y. 
McKanna, Edmund 
Edmund McKanna & Co., 207 Bank of America 
Bldg., Beverly Hills, Calif. 
Meloy, Richard 
Delco Appliance Div., G.M.C., 391 Lyell, Rochester 
1,N. Y. 
Meyer, Frank M., III 
Acme Steel Co., 2840 Archer Ave., Chicago 8, III. 
Minor, Ralph L. 
819-29th Ave., North, St. Petersburgh, Fla. 
Munn, Henry L. 
2605 East 73rd St., Chicago 49, Ill. 
Oberg, Stanley M. 
O’Brien Advertising, Ltd., 928 W. Pender St., Van- 
couver Prov. of Canada, B. C. 
O'Connell, John D. 
McCann-Erickson, Inc., 50 Rockefeller Plaza, New 
York, N. Y. 
O’Deen, Charles T. 
110 Currence St., Parsons, W. Va. 
Oster, Glenn L. 
Box 293, Zelienople, Pa. 
Oulie, A. Kendell 
General Petroleum Corp., 612 S. Flower St., Los 
Angeles 14, Calif. 
Pangaro, Lawrence P. 
Story Brooks & Finlay, 230 Park Ave., New York 17, 
Papenbrock, Francis X. 
Sun Oil Co., 1608 Walnut St., Philadelphia 3, Pa. 
Parch, Richard C. 
8929 Cheyenne, Detroit 28, Mich. 
Parker, Charles 
Camillus Cutlery Co., Camillus, N. Y. 
Peacock, Thomas E. 
Peacock Research Associates, 350 S. Alvarado St., Los 
Angeles 5, Calif. 
Pfuhlmann, Gustav August 
McCulloch Hall Rm. C-12, Harvard Bus. School, 
Boston 63, Mass. 
Piana, John E. 
O’Brien Sherwood Associates, 205 East 43rd St., New 
York, N. Y. 
Pogue, William A. 
Guenther, Brown & Berne, Inc., 839 Enquirer Bldg., 
Cincinnati 2, Ohio 
Prince, George 
Charles L. Rumrill & Co., 339 East Avenue, Roches- 
ter, N. Y. 
Reid, Kenneth L. 
2323 E. sth St., Tulsa, Okla. 
Rethorst, Henry J. 
812-A North Adams St., Glendale 6, Calif. 
Riley, Edwin J. 
5052 Williamson Ave., Dearborn, Mich. 
Ringer, Lee 
Lee Ringer, Advertising, 3142 Wilshire Blvd., Los 
Angeles 5, Calif. 
Roadman, Keene A. 
McCormick & Co., Inc., McCormick Bldg., Balti- 
more 2, Md. 
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Rodrigues, Anthony A., Jr. 
57 Hurley St., Cambridge 41, Mass. 
Rotsman, Arnold M. 
Baltimore News-Post & American, Pratt & Com- 
merce Sts., Baltimore 3, Md. 
Rubert, Lionel 
316 S. 21st St., Philadelphia 3, Pa. 
Rubin, Herbert 
101 S.W. 64th Court, Miami 44, Fla. 
Russeil, Jack 
Miehle Printing Press & Mfg. Co., 2011 W. Hastings 
St., Chicago 8, Ill. 
Sante, Christopher A. 
William Esty Co., Inc., too E. 42nd St., New York 
a9, 
Savitsky, Eileen (Mary) 
166 Pearsall Dr., Mt. Vernon, N. Y. 
Schneider, John J. 
8400 De Longpre Ave., Hollywood 46, Calif. 
Searls, Marian E. (Miss.) 
Charles L. Rumrill & Co., Inc., 339 E. Avenue, 
Rochester 4, N. Y. 
Sebrell, J. B. 
807 E. Laurel, Compton, Calif. 
Seefeldt, Charles F. 
Marshall Field & Co., 120 W. Lake St., Chicago, IIl. 
Severance, Robert L. 
Meredith Syracuse Tel. Corp., 101 Court St., Syra- 
cuse, N. Y. 
Shanks, Edwin H. 
The Dartnell Corp., 4660 Ravenswood Ave., Chicago 
40, Ill. 
Shepard, William W. 
401 Riverside Drive, Fort Collins, Colo. 
Shute, Clyde 
F. W. Dodge Corp., 119 W. goth St., New York 18, 
N. Y. 
Siegel, Bernard G. 
2625 N. 8th, Sheboygan, Wis. 
Simpson, William J. 


Dearborn Motors Corp., 15050 Woodward Ave., 


Detroit 3, Mich. 
Sklower, Max A, 
1436 Astor St., Chicago 1o, Ill. 
Slade, Bernardine (Mrs.) 
102 Covington Rd., Rochester 17, N. Y. 
Smelser, Robert W. 
Burlington Mills Corp. of N. Y., 350 5th Ave., New 
York 1, N. Y. 
Smith, Orville Lewis, Jr. 
% Don Munger, Yorba Linda, Calif. 
Séér, Bengt 
Molnlycke Weaving Co., Gothenburg, Sweden 
Spaid, Virginia M. (Mrs.) 
923 Cumberland Ave., Syracuse 10, N. Y. 
Steinhilber, Robert V. 
Mo. State Divn. of Employment Security, 1411 
Walnut St., Kansas City 6, Mo. 
Stiles, David D. 
Abbott Laboratories, 14th & Sheridan Rd., North 
Chicago, Ill. 
Stoelting, H. W. 
J. D. Adams Mfg., 217 S. Belmont, Indianapolis 6, 
Ind. 
Strawn, Elaine Comish (Mrs.) 


Bus. Admin., Wayne University, Detroit 1, 
ich, 
Sturge, Robert Edward 
R.F.D. #1, Clay, N. Y. 
Taylor, W. B. 
Informative Research, 1206 S. Maple, Suite 460, Los 
Angeles 15, Calif. 
Thompson, J. W. 
Carpenter Steel Co., Reading, Pa. 
Thornton, William E. 
5329 Blackstone, Chicago 15, Ill. 
Toll, Frederic 
182 Burrows Ave., Winnipeg, Manitoba, Canada 
Twery, Raymond J. 
1647 Pratt Blvd., Chicago 26, Ill. 
Vardaman, Robert I. 
Foote, Cone & Belding, 155 E. Superior, Chicago 11, 
Ill. 
Walter, William H. 
Willard Storage Battery Co., 246-86 E. 131st St., 
Cleveland 1, Ohio 
Ward, Leslie J. 
7031 S. Harper, Chicago, Ill. 
Washburn, William Van N. 
Hoag & Provandie, Inc., 209 Washington St., Boston, 
Mass. 
Wasiolek, John 
Mill Road, Marlton, N. J. 
Weale, W. Bruce 
Dept. of Commerce, Florida State University, 
Tallahassee, Fla. 
Webb, Grant 
Floyd Carlisle, Inc., 50 Broadway, New York, N. Y. 
Wendt, Herbert C. 
Box 621, A & I Station, Kingsville, Tex. 
Wentzel, Alexander J. 
Willard Storage Battery Co., 246-86 E. 131st St. 
Cleveland 1, Ohio 
Werner, Paul J. 
615 Santander Ave., Coral Gables, Fla. 
Willis, Doris 
Colorado State College of Education, Greeley, Colo. 
Wilson, Joe Hood 
Bellefontaine, Miss. 
Windham, John H. 
Waldrup, Miss. 
Wire, Marilyn K. (Mrs.) 
Sherman & Marquette, 919 N. Michigan Ave., 
Chicago 11, Ill. 
Withers, Roland S. 
General Motors Corp., 3044 W. Grand Blvd., Detroit 
2, Mich. 
Wolf, Richard A. 
56 Forest Park Ave., Springfield 8, Mass. 
Woodward, Rollin P. 
The Detroit Edison Co., 2000 Second Ave., Detroit 
26, Mich, 
Wooley, Otis Burton, Jr. 
Marks, Miss. 
Young, John A. 
305 S. Jackson St., Starkville, Miss. 
Ziegelbauer, James R. 
North Shore Distributing Co., 839 S. 19th St., Mani- 
towoc, Wisc. 
Zun, Arnold 
7322 S. Halsted, Chicago 21, Ill. 
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Announcing 
A NEW BOOK AND TWO NEW REVISIONS 


READY JANUARY 1951 
PRINCIPLES AND CASES 
BY CARLTON A. PEDERSON, STANFORD UNIVER- 

SITY AND MILBURN D. WRIGHT, SAN JOSE Here is a down-to-earth treatise on 
STATE COLLEGE salesmanship which focuses upon 

the development of professional 

standards by providing a high type of service to customers rather than relying 

upon glamorous and high pressure methods. This solid discourse includes 
practical illustrations from leading business concerns, 27 actual cases, and 

190 questions and problems. Supplementary materials are provided in a 
Teacher's Manual which also contains the answers to all questions, problems 

and cases. A series of Objective Tests and Examinations are also available for 

use with this book. 


528 pages College Price, $5.00 


READY JANUARY 1951 MARKETING BY MANUFACTURERS 


REVISED EDITION 


In addition to being completely up- 
to-date in ideas and statistics, other 
major changes have occurred in the revision of this popular volume. For 
example, and completely new with this edition, are the three chapters in 
Part II which deal with “Marketing Policies and Research,” two chapters in 
Part III on “Product Development,” three of the chapters in Part V covering 
“The Sales Program,” and chapter XXX which treats “Control of Marketing 
Operations.” Other changes involve the inclusion of sub-titles to aid the 
reader, and an Appendix B has been added to provide a “Check List for 
Introducing Industrial Goods.” 


740 pages = College Price, $5.00 


EDITED BY CHARLES F,. PHILLIPS, 
BATES COLLEGE 


READY JANUARY 1951 


AND CHARLES F. PHILLIPS, BATES COLLEGE This outstanding volume has been 


a leader in its field for many years 
and has played an important part in the education of retailing students 
throughout the country. Now in its Third Edition, and incorporating many 
changes suggested by its users, it is even more thorough and teachable than 
its predecessors. A brand new feature with this edition, now in preparation, 
is a complete Teacher’s Manual which will contain the answers to all ques- 
tions and problems in the book, a separate series of questions, problems, 
and cases, and detailed suggestions for handling the small store problem. 


750 pages College Price, $5.00 


Send for your examination copies upon publication 


SALESMANSHIP 


RETAILING 


PRINCIPLES AND METHODS 
BY DELBERT J. DUNCAN, CORNELL UNIVERSITY THIRD EDITION 


RICHARD D. IRWIN, INC. 


3201 SOUTH MICHIGAN AVENUE CHICAGO 16, ILLINOIS 


Please mention the JourNaAL of MARKETING in writing advertisers 
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business can work its way thru college 


AT A PROFIT! 


‘MERCHANDISING: Palo Alto to Prince- 
ton... from Ann Arbor to Austin, 
SMI's group of outstanding Faculty Supervisors 
have successfully conducted more than 30 marketing 
projects for top business firms. All projects—controlled, 
coordinated and scheduled by Faculty men well-versed 
in modern marketing techniques—are received enthusi- 
astically on campus and offer the forward thinking 
manufacturer an opportunity to dovetail a cam- 


paign of public relations and market 


development to great advantage. 


SMI METHODS 


SMI is represented at over 1,000 leading high schools and colleges by 
faculty members skilled in marketing methods, who select, train, and 
supervise their most capable students in conducting specified activities. 
This supervision and gontrol, plus the aptness and training of students 
conducting your program, assures you of operational excellence. 


SMI SERVICES 


SMI offers the flexibility of an individual service or a packaged program. 
RESEARCH—market data, brand preferences, pre-testing, store audits 

MERCHANDISING—secure orders, place displays, gain retail cooperation 
SAMPLING—distribute product samples at residences or on the campus 
PROMOTION—conduct contests, arrange publicity, distributive education 


STUDENT MARKETING INSTITUTE 


152 E. 40th ST.,N.Y.16 


Send for SMI's case history brochure of profit producing programs 
for all business—big and small. 


Please mention the JouRNAL OF MARKETING in writing advertisers 
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How to plan your surveys 
to meet your problems— 


SOME 
THEORY of 
SAMPLING 


SALES ENGINEERING 


STATISTICAL INFERENCE 
in 
DYNAMIC ECONOMIC 
MODELS 


ECONOMIC FLUCTUA- 
TIONS in the 
UNITED STATES, 
1921-1941 


WILEY 


By W. EDWARDS DEMING, Bureau of the Budget, 
and New York University. Presents the basic theory 
of sampling, analyzes the problems which arise in 
planning surveys; and shows how the basic theory 
can be applied to market research, purchasing, studies 
of people’s wants, opinions, and attitudes, and many 
other topics. Some Theory of Sampling is the first 
book on statistical methods to tell the reader when 
a statistical calculation can usefully be made and 
how to put the calculation into action. This is in 
line with the author's aim—getting the most reliable 
information at lowest cost. 


One of the best-known men in the field called this 
book: 

“|. . a really impressive accomplishment which 
deserves and will undoubtedly receive wide atten- 
tion. You have done quite a remarkable thing in 
writing in one volume so much, not only of sampling 
in the narrow sense, but of the theory and philosophy 
of statistics in general.” 


—HAROLD HOTELLING 

Professor of Mathematical Statistics 
Associate Director, Institute of Statistics 
Usiversity of North Carolina 


One of the WILzEy PUBLICATIONS IN STATISTICS, 
Walter A. Shewhart, Editor. 1950. 602 pages. $9.00 


Second Edition. By BERNARD LESTER, Management 
Engineer. Summarizes what Mr. Lester has learned 
about selling technical products and services during 
more than 35 years in the field. He backs up each 
sales idea and principle with a case history or anec- 
dote from his wide experience. 1950. 226 pages. $3.00 


Edited by TJALLING C. KOOPMANS, The Cowles Com- 
mission and University of Chicago. Introduction by 
Jacob Marschak. Represents the joint research of 
many distinguished economists, statisticians, and 
mathematicians. The book is a pioneering attempt 
to formulate and develop methods of statistical in- 
ference needed to measure relationships describing 
economic behavior. No. 10 of the CowLEs ComMiIs- 
SION MONOGRAPHS. 1950. 438 pages. $6.00 


By LAWRENCE R. KLEIN, Naéional Bureau of Eco- 
nomic Research. The first attempt in the United 
States to construct econometric models of the entire 
economy. The first part of the book provides the 
theoretical background; the last part offers three dif- 
ferent models, tests them statistically, and evaluates 
them. No. 11 of the CowLzs CoMMISSION MONo- 
GRAPHS. 1950. 174 pages. $4.00 


Send for copies on approval 


JOHN WILEY & SONS, Inc., 440 Fourth Avenue, New York 16, N.Y. 


Please mention the JouRNAL OF MARKETING in writing advertisers 


A Major Name in 
TABULATING EFFICIENCY 


JOHN FELIX ASSOCIATES, inc. 


Staffed by Experts 
in Tabulating Techniques 


JOHN FELIX ASSOCIATES, Inc. 


Ready to Satisfy Your 
Marketing Survey Needs... 


JOHN FELIX ASSOCIATES, Inc. 
and Tabulating Service 


Nassau Street, New York 7, 
Digby 9-O131 


Please mention the JouRNAL oF MARKETING in writing advertisers 
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Marketing 


® Advertising Agencies 

® Publications 

® Radio and TV Stations 

© Manufacturers 

® Associations 

® Railroads 

® Housing Authorities 

® Banks and Financial Institutions 
® Insurance Companies 


Gould, Sumney, Y nc 


Market Research—Sales Analysis—Sales Planning 


Fort Worth, Texas Chicago, Ill. Atlantic, Ga. 
1414 Electric Bidg. 321 S. Plymouth Ct. 1734 Candler Bidg. 
2-8457 WA-bash 2-7604 Main 4673 
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What The 
Doctor Ordered For 


You couldn’t ask for better attention to your marketing 
research tabulation needs than you'll get. 


from STATISTICAL. 


This experienced organization gives you the kind of 
personal service you would expect from a department 

of your own, but you have none of the headaches of hiring 
and training, equipment standing idle, overtime, etc. 


With the largest and most diversified independent 
punched-card tabulating service in the country, 
STATISTICAL offers you accuracy with speed and economy 
on every phase of the job. This includes Vari-Typing, 
coding and editing, punching, verification, preparation 

of tables, tabulating, percentaging and typing. 


In any emergency or for your regular requirements, 
it will pay you to call our nearest office. 


STATISTICAL TABULATING COMPANY 


Established 1933 © M. R. Notaro, President 


CHICAGO 4, 53 West Jackson Bivd., Phone HA 7-2700 
NEW YORK 4, 50 Broadway, Phone WH 3-8383 
ST. LOUIS 1, Arcade Building, Phone CH 5284 
NEWARK 2, National Newark Bidg., Phone MA 3-7636 


Please mention the JourNaL of MarkKeEtING in writing advertisers 


< 
. 
4 
=6MARKETING RESEARCH TABULATIONS 
5 
4 
r 


» New Additions to the 3 
Printers’ Ink Business 


CASE HISTORIES OF SUCCESSFUL MARKETING 
By Hector Lazo, Ph.D. 55 instructive case histories of production 
and marketing problems faced by American business in the wartime — 
and post-war era, covering a wide variety of consumer and industrial ; a . 
goods. The problems are grouped in the fields of pricing, packaging, os 
dealer relations, branding, labeling, merchandising methods, sales- — - 
manship, consumer and sales research. Each write-up shows the prob- bid 
lem, the solution and the result. $4.75 a : 
it 


HOW TO WRITE ADVERTISING COPY THAT SELLS < 


By Frank Fehlman. Based on the author's experience with more 
than 3,000 national and retail campaigns, this book contains hundreds 
of invaluable aids to copywriters: 4 thinking guides, which are musts 
for successful copywriters; 4 questions to answer about a product 
before writing on it; the Fehlman Formula for determining size of 
the ad, headline, frequency of appearance; and number of words to 
use. Also 24 case histories of campaigns which have stood the acid oe. 
test at the cash register. 22 line cuts. $5.00 a % 


MASS MARKETING TO THE “400” MASS RETAILERS A, 


By E. B. Weiss, Director of Merchandising, Grey Advertising Agency, ; = 
Inc. A new book on distribution and marketing for manufacturers, 
sales, marketing and research executives. It shows how, for effective i. a 
marketing, manufacturers should frame their selling, advertising and Cie 
promotional policies to harmonize with the plans of the 400 large ot 
retailers who do over half of the nation’s retail volume. $5.00 


CHECK LISTS OF ADVERTISING ESSENTIALS 


By Printers’ Ink Editors and Contributors. 212 checklists, embrac- 


ing nearly 4,000 of the most important points that are likely to come 5 
up in the advertising of products. They include Planning Pointers, a 

Preparation Pointers, Production Pointers, Presentation Pointers, . 1 
Promotion Pointers, Profit Pointers. They will stimulate ideas, serve e 
as excellent guides to be studied, and as reminders to those who are 5 
working towards more efficient advertising. $4.75 = 


FUNK & WAGNALLS COMPANY, 153 East 24th Street, New York 10, N.Y. 


Please mention the JouRNAL OF MARKETING in writing advertisers B 
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CONSUMER MARKETS 


A complete, reliable, up-to-date compilation of market data covering 
all states, all counties, and all cities of 5,000 population and over 


Used by advertising agencies, national adver- 
tisers, market analysts, media and media reps. 


The 1950-1951 Edition of SRDS CONSUMER 
MARKETS provides marketing, sales, adver- 
tising, and media executives with the statistical 
factors they require for planning distribution, 
sales, and advertising in today’s changing, com- 
petitive markets. 


SCOPE: Only CONSUMER MARKETS re- 
ports basic trend statistics from basic Govern- 
ment Census reports for 1940... plus the cur- 
rent year’s projection, so that users can see 
growth in any local market at a glance. 


ACCURACY: Only the 1950-1951 Edition of 
CONSUMER MARKETS will reflect adjust- 
ments and projections of Retail Sales Estimates 
from the current (1948) Census of Business. 
Use of this material assures more accurate sales 
figures for users. 


COMPLETENESS: Only CONSUMER MAR- 
KETS reports statistics for all U. S. States, 
Counties, and Cities of 5,000 and over popula- 
tion, plus all cities with radio stations or daily 
newspapers, regardless of their size. It also 
covers the U. S. Territories and Possessions, 
the Philippine Islands, and Canada. 


COMPREHENSIVENESS: Only CONSUMER 
MARKETS offers complete reports of local 
market statistics designed to serve every mar- 
keting, sales planning, or advertising need. 


MAPS: Only CONSUMER MARKETS has 
completely detailed, up-to-date maps designed 
especially for media and market use. There is 
a map for each state, for the U.S. possessions, 
and for all cities of 250,000 and over popula- 
tion. 


The Service-Ads of many media, located near 
the data listed for the markets they serve, offer 
valuable supplementary information. 


Examine the 1950-1951 CONSUMER 
MARKETS for five days free. 


The 1950-1951 Edition of SRDS CONSUMER 
MARKETS is now available. If you wish to 
judge its value for yourself, send for a copy 
for 5-days free examination. Then, if you de- 
cide to keep it, send us $5.00. Otherwise just 
return it to us. 
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COUNTY DATA 


County location on map; Number Daily Newspapers; 
Number Radio and TV Stations, 


Population—’40 count; °49 estimates. 


Households—’40; °49 households; °49 households 
per square mile; "49 radio homes. 


Retail Sales—’40; °48 Census preliminary; °49 esti- 
mates; °49 Retail Sales Index; °49 retail sales per 
household, per capita, by classes of outlete—Food, 
Gen’l. Merchandise, Apparel, Home Furnishings, 
Automotive, Filling Station, Building Material-Hard- 
ware, Eating-Drinking, Drug; major outlets 


Business Data—’48 number establishments; total 
employed; total wages; % state total; "48 and °49 
average weekly wages; °47 Census of Manufactures; 
number mfg. establishments; total employed; total 
wages; value added; wages % of state total. 


Farm Data—’49 estimates population, households, 
radio homes; farm income; % state total; income 
per household, per capita; °48 retail expenditures. 


Qualitative Data—’49 bank deposits; 49 E. Bond 
sales; °48 vital statistics, marriages, births, deaths. 


PRESENTS MORE THAN 350,000 MARKET FACTS 
U. S., State, County and City Data 


CITY DATA 


For all cities of 5,000 and over population. County 
name and map location; number Daily Newspapers; 
number Radio and TV stations. 

Population—City zone; city and retail trading zone; 
"40 corporate limits and °49 estimates, 
Households—’40 corporate limits; °49 estimates; 
radio homes; °49 new houses authorized. 

Retail Sales—’40; °48 Census preliminary; °49 esti- 
mates; ‘49 Retail Sales Index; °49 retail sales per 
household, per capita, by claeses of outlets—Food, 
Gen’l. Merchandise, Apparel, Home Furnishings, 
Automotive, Filling Station, Building Material-Hard- 
ware, Eating-Drinking, Drug. 

Manufacturing—’47 Census of Manufactures; num- 
ber mfg. establishments; total employed; total wages; 
value added; wages % county. 

Qualitative Data—'49 bank debits; °48 school en- 


rollments. 
MAPS 


Marketing Maps—State (with county lines and 
keys); each city of 250,000 and over population; 
U. S. Territories and Philippines; Canada. 


What CM users are saying 
From a Middle Western National Advertiser of 
Heating Equipment: 
“Very helpful in administration of our current 
newspaper program.” 
From the Media Director of a Northwestern 
Agency: 
“We found Consumer Markets just the thing 
in helping plan campaigns.” 


Walter E. Botthof, Publisher 


333:Norifi Michigan Ave., Chicago 1, 
New York — San Francisco — Los 


From the President of a Minneapolis Agency: 
“We are putting it to work in | preparing at least 
two recommended schedules.” 

From the Vice-President of a Radio Network: 

“I am enclosing a tabulation from your book 
which is highly illuminating.” 

From the President of a Southern Advertising 
Agency: 

“Have used it to actually close opinions on 
new sales ventures.” 


hh» i E>I> hDh 
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YOUR MARKET SLIPS ARE SHOWING 


Many brands that were leaders in 1940 have slipped to lower 
positions in 1950. Old products are as good as ever, but aggres- 
sive newcomers have spotted weaknesses in products or policies 


and gained the lead with a livelier program. 


New products are always welcome in the market, if they are 
what the public wants. It is part of our business to test consumer 


reaction to new products and report on their acceptability. 


If you have a new product or an improved old product, spend 


a little on research before you spend a lot on advertising. 


On request, our booklet ‘Research Is The Radar Of Marketing.” 


FACT FINDERS ASSOCIATES, INC. 


400 Madison Avenue, New York 17, N.Y. 
Telephone PL 9-3710 


FRANK R, COUTANT 
President 
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When you're 
* 
ehind this 
wae 
Public Relations, rl 
and Industrial Relations ‘ae 
* 
Magazine Circulations, 7 
Radio Network 
Coverages 
Marketing Indices, 
Sales Potentials 
* 
Readership Studies q 
for Magazines, 
* 
Accounting 
ae | Let vs serve as your own specialized department for tabvlating 
statistical information. 
oe We have a well-trained staff of experienced operators, and a large 
ie and complete installation of the latest high-speed alphabetic and 
numeric punch-card tabuiating machines. 
A Why net call us in now to discuss those old and new assignments? 
i Recording and Statistical 
Corporation 
CHICAGO BOSTON DETROIT. MONTREAL TORONTO 
100 Sixth Avenue, New York 13, N. Y. 
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INTRODUCTION TO SALES MANAGEMENT 


By Harry R. Tospar, Harvard University. Harvard Problem Books. Third edition 
629 pages, $5.50 


Direct in approach, this revised edition consists of cases and brief textual statements OR 
general principles, followed by groups of carefully selected longer problems. In addition gay % 
series of brief cases are provided intended to bring up problems in the same field, undemaay 
varying conditions and for different industries. | ae 


OUTLINES OF MARKETING. New 3d edition 


By E. Acnew; Harotp A. Conner, and L. Doremus, New York 
University. 432 pages, $4.25 4 


Thoroughly revised and brought up to date, the present edition contains a new section 

on the United States as a market, which includes a consideration of the widespread shifts Nana 
in the population and a treatment of the resulting changes in marketing procedure im 

the different states. New material is also presented on merchandising and sales promo 

tion, chain stores, the effect of new forms of retailing on the wholesaler, changes in trans 


portation, distribution from the consumers point of view, and marketing policies for agri 7 
cultural 


MARKETING POLICIES. New 2nd edition 
By Hucu E. Acnew and Date Hovcuton. New York University. In press. 


Designed and written for advanced courses in marketing campaigns, this text has beef 
thoroughly revised and over half the material is entirely new. Such topics as public relations) 
retailing, merchandising, sales promotion, advertising policies, forecasting and budgeting 


continuing services, and consumer campaigns all contain an up-to-date and extended treat: 
ment. 


EFFECTIVE ADVERTISING 


By Harry WALKER Hepner, Syracuse University. Second edition. 728 pages, $9.50 a | 
Intended as a basic advertising text for a first year course in advertising, this book covers 
all phases of the subject. The media, the consumer, the product, the advertisement, and the 


ine and coordinating of advertising are treated thoroughly. Much new material has been q 
add 


MARKETING RESEARCH ‘ 
By Ernest S, BrapForp, Manhattan College. In press 


Discusses the principles and procedures employed in successful marketing research. Treats | 
the basic elements such as how to analyze products and services, how to determine the char- 
acter and volume of consumer demand, and what channels to use in order to get the product 7am 
or service to market. Emphasis throughout i is On securing and presenting marketing data. 


Send for copies on approval a 


“‘McGRAW-HILL BOOK COMPANY, INC. | 


330 WEST 42mn STREET, NEW YORK 18, N. Y. 
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